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Yen’s weakness 
boosts Japan’s 
trade surplus 

Japan's trade surplus rose in February for the 
first time in 27 months on an annnai 
reflecting the weaker yen and raising fears of 
revived friction with trading partners. The sur- 
plus with the US, its largest trading partner, 
was 12-3 per cent above last February's. The sur- 
plus with the European Union rose by &2 per 
cent. Page 2a 

Horseracing probe 
shakes Hong Kong 

A widening probe into fixed horse races is 
emerging as the biggest such scandal in racing- 
mad Hong Kong in more than 10 years. The 
Independent Commission Against Corruption 
has made 37 arrests, including five jockeys, two 
trainers and three Jockey Club staff since 
agents swooped on Sunday. Page 20 

ADT being sold for $4bns Michael 
Ashcroft, British-born chairman of ADT, capped 
an extraordinary year with a $4bn agreement to 
sell his Bermuda-based home security company 
to Tyco International of the US.Last year a 
planned all-stock sale of ADT to Republic indus- 
tries collapsed after Republic’s shares tumbled. 
Page 21 

Loarho, the troubled international trading 
conglomerate, suffered an 8 per cent slide in its ■ 
share price after warning that profits during the 
first half Were likely to be a third lower than 
during the same months of 1996. Page 12 

Argos, the normally conservative UK 
catalogue retailer, said it was prepared to spend 
up to £lbn on acquisitions and appointed a 
foU-time director to lead the hunt for opportuni- 
ties. Mike Smith, chief executive, said any 
acquisition was likely to be in the UK. 

Latin America set for take off: Enrique 
Iglesias, president of the InteivAmerican Devel- 
opment Bank, said most of Latin America was 
poised for growth that would double the average 
annual 3 per cent of the early 1990s. Page 5 

Ford halts assembly line: The Ford plant 
on Chicago’s south side will dose temporarily 
this week because of a drop in demand for its 
best-selling Taurus car. The move affects 2,500 
hourly workers, who will get 95 per cent of nor- 
mal pay during the halt - the first since 29912. 

Emu Infighting: German foreign minister 
Klaus Kinkel in a letter to the Financial Times, 
accuses Gerhard Schroder, prime minister of 
Lower Saxony, of “an irresponsible attempt to 
frighten the people of Germany" by saying in 
yesterday’s FT that the Bonn government was 
using "creative accounting" to qualify to take 
part in the proposed single European currency. 
Page 18; German flexibility, Page 20 

llobBe phone tie-up: Japanese cellular 
telephone companies affiliated with DDI, a 
long-distance telecommunications operator, and 
IDO, a cellular phone operator affiliated with 
Toyota, are considering a tie-up to build their 
next generation digital communications services 
together. Page 21 

Natauyaba survhras vote: Israeli prime 
minis ter Beniamin Netanyahu survived a no- 
confidence vote, by 54-46. as members of his gov- 
erning coalition rallied behind him in prepara- 
tion for the building of a new Jewish settlement 
in east Jerusalem. Page 6 

Foe tells D ariri u to step aside: Fates 
Nano, Albania’s Socialist former prime mini ster, 
made his first public statement since his release 
from prison, calling on President Sali Berisha to 
“step aside" before elections. Page 2 

Bulgaria to get IMF aid: A mission from the 
International Monetary Fund agreed to support 
Bulgaria's recovery from the brink of financial 
collapse with a $8S8m aid package. Page 2 

Digg ers decline: Sales of mini-excavators, 
the "poor man's" construction machine, which 
have seen enormous growth since 1990, experi- 
enced a rare sales dip of S per cent in western 
Europe last year. Page 4 

Champagne bubbles bade The UK has 

rediscovered its taste for champagne, importing 
more than 20m bottles last year, a volume not 
seen since the 1980s. The 18.4 per cent increase 
mi 1995, compared to a worldwide rise of 2.6 per 
cent, reestablished the UK as the number one 
champagne buyer ahead of Germany. 

FT.com; the FT web site provides online news, 
comment and analysis at http://wwwJTT.com 
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Germany seeks flexible debt criteria for Emu 


By Lionel Barber and 

Wolfgang Munchauin 

Brussels and Samer Iskandar 
In London 

Germany yesterday signalled 
that it would seek a flexible 
interpretation of the Maas- 
tricht target for debt to enable 
its participation in economic 
and monetary Tiniim 
Mr Theo WaigeL German 
finance minister, blamed 
"exceptional circumstances", 
notably the cost of German 
unification and railway priva- 
tisation, for a rise in public 
sector debt this year. 

Under the Maastricht treaty, 


Waigel pledges to keep within budget deficit target 


countries can qualify for Emu 
if they show that their stock of 
debt is below 60 per cent of 
gross domestic product or fall- 
ing at a satisfactory rate. 
Under Germany’s Emu p lan, 
total debt - already above 60 
per cent of GDP - is forecast 
to reach 6L5 per cent of GDP 
this year. 

Mr Waigel’s remarks, made 
at a meeting of EU finance 
ministers, was the first 
glimpse of flexibility in Ger- 
many's interpretation of the 


Maastricht criteria. 

But be stuck doggedly to the 
Emu public sector deficit tar- 
get of 3 per cent of GDP. “I 
always said that three mwnig 
three. 1 never talked about 60." 

The finance ministers wel- 
comed the latest efforts by 
France and Germany to meet 
the Maastricht criteria in 1997. 
including the crucial deficit 
target 

Earlier, Italian and Spanish 
bonds fell sharply on renewed 
fears that economic and mone- 


tary union might be delayed 
after Mr Waigel restated in a 
German newspaper interview 
his position that the Maas- 
tricht criteria would take pre- 
cedence over the timetable for 
Emu. due to be launched on 
January 1, 1999. 

Finance ministers seized the 
chance yesterday to reaffirm 
the Emu timetable after scru- 
tinising French and German 
plans to comply with the 
Maastricht targets in 1997. 

EU leaders are due to select 


Emu participants in the spring 
of 1998 based on this year's 
economic data and on whetber 
countries' performance is sus- 
tainable. 

Peter Norman in Bonn 
writes: As the ministers met in 
Brussels, German opposition 
politicians expressed doubts if 
Germany could qualify for 
Emu. Mr Joachim Poss. 
finance policy spokesman of 
the Social Democrat party in 
the Bundestag, said Mr Waigel 
was caught in a “(rap”. 


■ Mr Gerhard SchrOder. 
prime minister of Lower Sax- 
ony. has made "an irresponsi- 
ble attempt to frighten the 
people of Germany." Mr Klaus 
Kinkel, Germany’s foreign 
minister, writes in a letter to 
the Financial Times. 

He was responding to 
charges which were made by 
Mr Schrftder in yesterday’s FT 
that the Bonn government was 
using “creative accounting" to 
qualify for the proposed single 
currency. 

Court could block 
participation. Page 3; 

Letters, Page 18 


Russian reformers in control I™ 


Yeltsin appoints ‘young, 
fresh team’ to push ahead 
with economic change 


By John ThomfriH m Moscow 

Radical reformers last night 
took a dominant position in 
Russia's new cabinet, as a 
clutch of liberal ministers 
were promoted to more senior 
positions and Mr Anatoly Chu- 
bais, the first deputy prime 
minister, assumed personal 
control of the finan ce ministry. 

Mr Boris Yeltsin, Russia’s 
president, also persuaded Mr 
Boris Nemtsov, the reformist 
governor of Nizhny Novgorod, 
to join the government as first 
deputy prime minister in 
charge of social welfare r e f orm 
and regulation of the country’s 
natural monopolies. 

The surprise promotion for 
Mr Nemtsov, 37, will heighten 
speculation that he could 
emerge as Mr Yeltsin’s 
annotated, -successor. One of 
the few reformers to enjoy 
political popularity, he had 
previously turned down sev- 
eral offers to join the govern- 
ment 

Mr Yeltsin said the two min- 
isters should work with Mr 
Victor Chernomyrdin, prime 
minister, to create a “young, 
fresh team with new thoughts 
and new brains. I will support 
them very decisively and 
firmly," Mr Yeltsin said. 

Mr Nemtsov suggested Mr 
Yeltsin was now folly commit- 
ted to a long struggle to com- 
plete economic reforms. 

Mr Chubais, who has been 
fighting to ensure there is a 
strong like-minded reformist 
team in the government. 
replaced Mr Alexander Liv- 
shits as finance minister and 
appears determined to restore 


order to Russia’s rickety pub- 
lic finanCAg. 

Poor tax collection and loose 
public spending has resulted 
in Trtiiiinrtg of federal employ- 
ees and pensioners remaining 
unpaid for months as trade 
union and opposition leaders 
intensify calls for mass pro- 
tests on Mar ch 27. 

Several ministers associated 
with Mr Chubais also won 
higher profile roles in yester- 
day's reshuffle. Mr Yakov 
Urtason, deputy economics 
minister, was promoted to run 
the ministry while Mr Alfred 
Kokh, head of the privatisation 
agency, was named as a dep- 
uty prime minister. 

Mr Chernomyrdin said the 
government reshuffle would be 
completed by the end of the 
week. But then appear to be 
no seats in the new cabinet for 
several ministers closely 
linked to the prime minister, 
who as a former industrial 
boss, has favoured a more 
gradual approach to economic 
reform. 

The two forma- first deputy 
prime ministers. Mr Vladimir 
Potanin and Mr Alexander Bol- 
shakov, appear to have lost 
their jobs. Mr Victor Ilyushin, 
the deputy minister in charge 
of social policy, also appears 
unlikely to return to govern- 
ment. 

Mr Yeltsin will now turn his 
attention to preparing for the 
Helsinki summit on Thursday 
with US president BD1 Clinton. 
Bat the Russian president 
turned up the diplomatic heat 
yesterday by condemning 
Nato’s expansion plans in 
forceful terms and criticising 


fe - -“Ts 
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Boris Nemtsov, governor of the Nizhny Novgorod region, who has been appointed as a first 
deputy prime minister by President Boris Yeltsin in the Russian government shake-up rmav 

the US for doing too little to 

help post-communist Russia. 


warns on 
$20m loss 
for first 
quarter 

By John Authors in New York 

Advanta. the US's ninth 
largest credit card issuer, 
warned yesterday that it 
expects to report a loss of 
about $20m in the first quar- 
ter of 1997 - a move which 
triggered sharp falls in spe- 
cialist credit card company 
stocks. 

Advanta blamed increasing 
consumer bankruptcies and 
higher levels of credit card 
bad debt 

The announcement was 
ria-mapinp for confidence in a 
sector which has grown signif- 
icantly in the last 10 years as 
newcomers have taken market 
share from traditional com- 
mercial hank«t- 

Advanta has a reputation 
for being one of the most 
aggressive marketers of credit 
cards. It uses direct mailings 
and competes keenly on price. 

The company said yesterday 
it expected a first quarter loss 
of about 44 cents a share. This 
compares with earnings of 91 
cents a share for the same 
period a year ago. Advanta 
warned that profits for the 
year would be approximately 
$1.50 per share, less than half 
last year's $3.89. 

Advanta's A shares dropped 
S9% to 31 V4 on the news. At 

Continued on Page 20 
Change on the cards, Page 25 


Local hero wins place at top. 
Page 2; Russia’s missed 
chance. Page 18 
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‘Confident’ PM decides on 
May 1 for UK election 


By John Kampfner 
and David Wighton 

Mr John Major, the British 
prime minister, yesterday 
called a national election for 
May 1. and expressed confi- 
dence that his Conservative 
party could win in spite of per- 
sistent opinion poll indications 
that its support trails far 
behind that of the revitalised 
opposition Labour party. 

"1 believe this election is 
winnable. Not only do 1 think 
it r s winnable but 1 think that 
we are going to win this elec- 
tion." Mr Major said on the 
steps of 10 Downing Street, his 
office-residence, after making 
the announcement 

He recalled with pride the 
changes that have taken place 
in 18 years of Conservative 
role, most of them under his 
predecessor, Lady Thatcher. 

“There has been a revolution 
in choice, in opportunity and 
in living standards.” he said. 
"At the general election, 
there's a choice between the 
party that has brought that 
revolution about and foe two 
parties that have opposed 


Eirepear New . 


Opinion polls 
still favour the 
opposition 
Labour party 

almost every single aspect of 
those changes." 

Exuding a confidence that 
has deserted many Conserva- 
tives recently, Mr Major antici- 
pated foe six-week campaign 
would be “a lot of fan". 

However. Mr Major's hopes 
of a revival on day one were 
dealt a severe blow when foe 
Sun, whose ridiculing of 
Labour in the 1992 election 
was seen as crucial, said this 
time it was endorsing Labour. 

In a front-page editorial 
today, the newspaper 
described Mr Tony Blair, foe 
Labour party leader, as a man 
of "vision, purpose and cour- 
age", contrasting him with 
"tired, divided and rudderless" 
Tories. 

Mr Blair said: “The Conser- 
vatives say fo« is foe best that 
Britain can be after 18 years- 1 
say we can do better than this. 


We can have better schools, 
better hospitals and less vio- 
lence on our streets.” 

Labour officials said Mr 
Blair would “fight foe election 
on hi* teems", emphasising foe 
“three Rs" - reminding voters 
of the Tory record, reassuring 
them how Labour has 
changed, .and detailing foe 
rewards to' be reaped from a 
Labour government. 

The most recent opinion 
poll, by NOP, reported that 52 

per cent of respondents backed 
Labour, 27 per cent the Conser- 
vatives and 13 per cent foe 
Liberal Democratic party. 

Th£ main issues in the cam* 
pajgn are likely to be Britain's 
relations with the European 
Union, which divides members 
of both main parties, and pos- 
sible constitutional changes to 
reform the British parliament 
and devolve power to regional 
governments. 

After the last election in 
April 1992, the Conservatives 
had a majority of 21 in the 
851-seat House of Commons. 

Reports, Page 10 

Editorial Comment, Page 19 


Hus announcement appears as a matter of record only 
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NEWS: EUROPE 


Russian mafia chief arrested in Italy 


By Robert Graham in Rome 


The boss of The Brigade of the Sim 
- one of the three main Russian 
mans organisations operating in 
Moscow - was yesterday arrested 
along with 12 others while attend- 
ing a meeting in the Italian Dolo- 
mites ski resort of Madonna di 
Campigilo. 

I talian police said the organisa- 
tion was involved in large-scale 
recycling of illicit funds chan- 
nelled out of Russia into legiti- 
mate Italian front businesses. This 
is the first time key fignres of the 
burgeoning Russia mafia in 
Europe have been caught in a 
police net after much had already 
been discovered about their 


ruthless business methods. 

Yesterday the assets of 11 Italian 
registered companies were seised, 
including Globus, an oil trading 
company. A big recycling route 
was being set op through the pur- 
chase of Russian fuel oil with pro- 
posed contracts worth SISOm, 
police said. 

In this connection police said Mr 
Alberto Grotti, a former deputy 
chairman from 1990-82 of Eni, the 
state-controlled oil group, would 
have been arrested for being alleg- 
edly involved in the fuel oil trade 
but since last November he had 
been in prison serving a five-year 
sentence for corruption. 

Special police units swooped at 
dawn on a hotel in the smart ski 


resort where the summit had been 
called under the guise of celebrat- 
ing the 46th birthday of Mr Esin 
Yuri Ivanovich, the Some-based 
boss of the Brigade of the Sun. 
Seven lieutenants had been sum- 
moned from Moscow to discuss 
strategy with the six members of 
tiie organisation resident in Italy. 

The gang had been under inves- 
tigation in Italy since January 
1995 following a tip-off from the 
FBI that Mr Esin had been forced 
to leave the US because of the law 
closing in on him and through, 
fears of attack from vengeful Rus- 
sian mafia wiarmps, Mr .Esin was 

ftho of 12 Ipading mafia bOSSeS Who 
met in 1993 in Miami and decided 
to concentrate money laundering 


operations on Europe, Italian 
police said. 

Mr Esin and his gang set then- 
selves op in Italy without seeking 
the help of Italian organised 
crime. They sought to be as unob- 
trusive as possible, usually marry- 
ing I talians in convenience mar- 
riages to acquire domicile and 
passports. 

The laundered money came from 
prostitution, drugs, racketeering, 
extortion and arms dealing in Rus- 
sia. 

The large flow of Russian tour- 
ists flying to Adriatic resorts were 
used as earners, taking up to 
530,000 at a time. 

The Globus fuel oil trading com- 
pany was set up as a means of 


Toyota’s odd French connection Bulgaria 

J rn rAPAivi 


f;o receive 

While France is softening its hostility to foreign investment and products, the 

motor industry is in a league of its own, write John Griffiths and David Owen a>03olll 


I f you were to ask just 
about any car industry 
analyst which European 
country he thought Toyota 
was about to invest gl.5bn 
in, France would be just 
about the last on his list 
But judging from what 
European components sup- 
pliers have been told. 
Japan's biggest car company 
appears to be planning to 
build a plant in France that 
will turn out a car every two 
minutes by the year 2000. 

TOyota is saying only that 
it will announce in May 
which of the sites under con- 
sideration it will choose, but 
Lens in northern France 
could well be it 
Yet Japan's eight car com- 
panies have not been able to 
raise their share of the 
French market above 4 per 
cent this decade, and ana- 
lysts can think of few rea- 
sons why Toyota might be 
able to raise its 0.83 per cent 
by much. 

It is not known just how 
much the small market 
share of Japanese cars is a 
result of the import quota 
restraints, which have the 
effect of re stri c tin g imports 
from Japan itself to around 3 
per cent of the total market. 

However, the lack of prog- 
ress made by Nissan and 
Honda in penetrating the 
French market from within 
Europe - from their bases in 
Britain - would suggest that 
the quota effect is small. 

On this evidence. Toyota 
would have a difficult hearts 
and minds campaign to win 
in a market in which Peug- 
eot and Renault account for 
neatly 60 per cent of all new 
car sales. 

As it is, the French are 
notoriously prickly about 
foreign involvement in their 
domestic economy. From the 
celebrated incident in 1982 
when the government 
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insisted all video tape 
recorders had to be imported 
through a tiny customs post 
in west-central France, to 
the nationalistic outburst 
last year over plans to sell 
part of the Thomson elec- 
tronics group to Daewoo of 
Korea, examples abound of 
cases In which foreign 
involvement in the Flench 
economy has not been wel- 
comed. 

Gradually, however, there 
seems to be an increasingly 
widespread recognition that, 
with unemployment at a 
postwar record of 12.7 per 
cent prickliness is a luxury 
the country can no longer 
afford. 

As Mr Jean-Claude Gau- 
dln, planning minister, 
recently said: “We need 
these [foreign] investments. 


We need them to develop our 
rural zones, to convert both 
our traditional industrial ter- 
ritories and our defence sites 
which are being restruc- 
tured Must we be 

reminded that they account 
for one job in four in our 
country?" 

Nonetheless, if Toyota 
goes ahead it would be a 
landmark. No foreign car- 
makers build vehicles in 
France, although many parts 
companies have set up there. 

Indeed, France was slow 
off the mark when Japanese 
investment first started flow- 
ing overseas in the 1970s. 
According to Insee, the gov- 
ernment statistics institute, 
such investment only really 
became a factor in France in 
the mid-1960s. By the early 
1990s. however, it had 


become the second-largest 
recipient of Japanese Invest- 
ment in Europe after the UK. 

Da tar, the state regional 
development agency, 
recently predicted 1997 
would be “a splendid year” 
for foreign investment in 
France. Mr Raymond-Max 
Aubert, a planning delegate, 
said he was harbouring “par- 
ticular hopes for Japan”. He 
said the “political 00016x1“ 
was favourable and that sev- 
eral big Japanese invest- 
ments were “in course or in 
preparation". 

Last year, according to 
Datar. Asian investment 
accounted for 15 per cent of 
the nearly 23,000 jobs created 
or maintained in France as a 
result of foreign Investment 
projects - up from 11 per 
cent in 1995. 

But in same respects, care 
are hi a league of their own. 
anH that i pa g ru> jfj dominated 
by Renault and Peugeot who 
are unlikely to take kindly 
to more car production 
capacity being created in 
France at a time of over- 
capacity throughout Europe 
estimated by analysts at 
around 20 per cent 

Matters are being made no 
easier by the severely 
depressed state into which 
the French new car market 
hag relapsed after the ending 
of government incentives. 
New car registrations in 
France are expected to foil 
by 10 per cent this year and 
prices are .under intense 
pressure. In the absence of 
an upturn which no industry 
analyst expects to material- 
ise, both Renault and Peug- 
eot may be forced to start 
looking for further capacity 
cuts. 

Of course, Toyota would 
not expect the French mar- 
ket to absorb an production 
from a Lens facility. The 
200,000 cars a year eventual 


output implied would be for 
sale throughout Europe. Of 
Nissan's current annnai out- 
put of around 220,000 cars a 
year in Britain, for example, 
only around 30 per cent are 
sold In the UK itself 

Later this week Renault is 
expected to disclose 1996 
losses of around FFrobn 
(SgTOm). some FPr3bn at the 
operating level in the car 
division. Peugeot is still prof- 
itable, but the French mar- 
keL_recession has helped 
slash profitability by more 
than half in the past year. 

Both can only greet with 1 
dismay the prospect of a new 
competitor, with the world’s I 
most renowned and cost-ef- 
fective “lean” production 
system setting up shop on a 
greenfield site under the 
French industry’s nose. 

Such is the protective 
nature of the French indus- 
try that a few months ago 
Mr Jacques Calvet. outgoing 
Peugeot chairman, warned 
that Peugeot would with- 
draw its components busi- 
ness from the French sup- 
plier Valeo should Valeo be 
taken over by US interests - 
sentiments echoed by Mr 
Louis Schweitzer, the Ren- 
ault chairman 

A Japanese connection is 
hardly likely to be viewed 
more favourably. Toyota 
may have a tougher road 
ahead than even it might 
have bargained for. 


from IMF 


By John Hamilton In Sofia 
mid Anthony Robinson 
in London 


An International Monetary 
Fund mission yesterday 
agreed to support Bulgaria’s 
recovery from the brink of 
financial collapse with a 
$658m financial assistance 


CORRECTION 


New car sales 


Yesterday’s table of west 
European new car registra- 
tions for January-February 
1997 should have quoted a 
total sales figure of 2J78.100 
units, rather than 1.039,300, 
which applied only to the 
month of February. 


Berisha must step aside, 
says Socialist chief 


The new loans to be dis- 
bursed over the next 12 
months are expected to trig- 
ger $290m in agreed financ- 
ing from the World Bank 
and further support from the 
European Union, whose 
external affairs commis- 
sioner, Mr Hans Van Den 
Broek, arrived in Sofia to 
discuss details yesterday. 

The new IMF financing 
includes a $5i0zn standby 
agreement to replace a 
S580m three-year facility 
cancelled in October, and a 
5148m Iran to finance grain 
imports. Some $50m will be 
used to underpin the bank- 
ing system. Mr George 
Soros, the Hungarian-born 

financier and philanthropist, 
has also offered 925m to 
finance imports of badly 
needed pharmaceuticals. 

To secure the new package 
the caretaker government of 
Mr Stefan Sofia nski, Sofia’s 
mayor, agreed to speed pri- 
vatisation of state-owned 
enterprises and banks. The 
new financial package will 
support establishment of a 
currency board monetary 
system and strengthen the 
lev, which has recovered to 
around 1.600 to the dollar 
after falling to a low of 3,200 
lev on. February 7. 

The currency board is 
expected to stabilise the 
economy by linking money 
supply to the level of hard 
currency reserves and pre- 
venting the government 



By Guy Dinmore In Tirana 


Mr Fatos Nano, Albania's 
Socialist former prime minis- 
ter, yesterday made his first 
public statement since bis 
release from prison, calling 
on President Sali Berisha to 
“step aside" ahead of parlia- 
mentary elections. 

Several hundred support- 
ers crowded outside the for- 
mer Communist party's 
headquarters in Tirana to 
greet the former Marxist 
prime minister. Mr Nano 
was pardoned by the presi- 
dent at the weekend after 
serving nearly four years in 
prison for alleged corrup- 
tion, which he denied. 

The government freed Mr 
Nano, who was formerly a 
Marxist, last Thursday after 
chaos and looting gripped 


central authority. A mob 
overran the prison where he 
was being held and the jus- 
tice minister said he could 
not guarantee his safety. 

Mr Nano, a former econo- 
mist widely seen as a succes- 
sor to Mr Berisha. said be 
wanted the president to he 
removed by democratic 
means rather than by repeat- 
ing the “tragic mistakes" of 
nearly five decades of com- 
munist dictatorship. 

“1 think he should step 
aside, not down,” Mr Nano 
told a news conference. Tm 
inclined to shake hands with 
him as an Albanian citizen 
rather than as a president-" 

Mr Berisha has rejected 
resignation demands by 
leaders of an insurrection in 
the south triggered by the 
collapse of fraudulent pyra- 


Tlrana with the collapse of mid investment schemes In 
which many Alb anians lost 
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years of savings. 


Mr Nano said he saw no 
need for United Nations 
“blue helmets" to be sent to 
Albania. He threw his sup- 
port behind the coalition 
government set up last week 
under the prime minister, 
Mr BashMm Fino, who is 
also a Socialist. Mr Nano 
appealed to all Albanians to 
lay down weapons that were 
seized from abandoned mili- 
tary barracks or handed out 
to supporters of Mr Berisha’s 
rightist Democratic party. 

The government controls 
little of Albania outside tbe 
capital which is calm and 
under a night-time curfew. 
The army has all but dis- 
solved and the southern reb- 
els - some of them just crim- 
inal gangs - are armed with 
tanks and heavy weapons. 
An EU delegation arrived in 
Tirana yesterday to offer 
advice to the government an 
restoring order. 




Fatos Nano: first public statement since release 


from printing money to 
finance budget deficits or 
enterprise losses. Ms Anne 
McGuirk, who has led the 
IMF's talks with the care- 
taker government, said the 
new system, in which the lev 
will be fixed to the dollar, 
would be introduced in Jane. 

The $50m financing for the 
banking system “is aimed at 
making sure that all the 
banks are sound before mov- 
ing to tiie currency board in 
June”, Mrs McGuirk said. 
Fourteen banks were closed 
last year and Mr Plamon 
Htchev, deputy governor of 
the National Bank of Bul- 
garia, said the central bank 
was now looking for foreign 
banks to strengthen gover- 
nance of the state banks and 
prepare them for privatisa- 
tion. 

"The position of tbe 
remaining six large state 
banks has improved both in 
terms of liquidity and capital 
adequacy, but we are not out 
of the woods yet,” he said. 
The first $l80m tranche of 
the new standby loan will be 
available shortly after the 
expected approval by the 
IMF board in the second 
week of April. 
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I Nizhny Novgorod's acclaime d reformer faces an awesome national challenge 
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U Russian local hero wins place at the top 


By John Thornhill 
In Moscow 


Mr Boris Nemtsov, the 
I youthful governor of Nizhny 
Novgorod just appointed one 
of Russia’s first deputy 
prime ministers, faces an 
awesome challenge in trying 
to rebuild the country’s dev- 
astated social welfare system 
and get a grip on its mighty 
natural monopolies. But it is 
difficult to think of many 
other Russian politicians 
who would stand a better 
chance of succeeding. 

In his Industrial region, 
some 400km east of Moscow, 
tbe 37-year-old governor has 
pursued an economic reform 
programme with verve and 
deter mination. The Interna- 


tional financial institutions 
have bailed Nizhny Nov- 
gorod as a model of how to 
implement agricultural 
reform and privatisation. 

Unlike many other Rus- 
sian reformers, however, Mr 
Nemtsov has also shown a 
sure political touch, winning 
re-election in 1995 with 
much popular acclaim. 

The young governor has 
also made a splash on the 
national stage by speaking 
out forcefully against the 
Chechen war and helping to 
turn the upper house of par- 
liament Into a more 
respected forum for political 
debate. 

Mr Nemtsov will need all 
his energy »nd political guile 
to succeed in his appointed 


tasks and work with the 
other highly ambitious first 
deputy prime minister, Mr 
Anatoly Chubais. But he cer- 
tainly appears well 
appraised of the scale of the 
challenges ahead 

"I perfectly well under- 
stand that my poet is one for 
a kamikaze pilot,” Mr Nem- 
tsov said after his appoint- 
ment. “But fortunately kami- 
kaze pilots were not always 
MOed instantly.” 

Having previously rejected 
an offer to join a govern- 
ment headed by Mr Victor 
Chernomyrdin, he said he 
had eventually submitted to 
President Boris Yeltsin's 
direct pleas. “Had he not 
been president, even with 
his will and his persistent 


urging, 1 would never had 
agreed to work in the gov- 
ernment with Chubais and 
Chernomyrdin," he said. 

That suggests Mr Nemtsov 
has been given a strong 
hand to reform Russia's 
housing market and social 
welfare system and to intro- 
duce stricter regulation of 
natural monopolies such as 
gas, electricity and tbe rail- 
way network. 

He will require strong sup- 
port from Mr Yeltsin if he is 
to posh through the unpopu- 
lar short-term measures in 
the housing market needed 
to bring longer-term gains. 
Cutting Russia’s burden- 
some boosing subsidies will 
prove politically explosive. 

In tackling the natural 


monopolies, Mr Nemtsov 
will also fly in the face of 
powerful corporate barons 
who can deploy enormous 
influence and wealth in 
defence of their interests. 

Mr Nemtsov is risking a 
lot to jump from his secure 
job as a regional governor 
into the cauldron of Kremlin 
politics. But the potential 
rewards are also great On a 
tour of the US in the early 
1990s, Mr Yeltsin hinted that 
Mr Nemtsov could one day 
succeed him. If the new min- 
ister really can achieve his 
task of civilising Russia's 
wild capitalism and curbing 
the powers of its biggest cor- 
porations, then many other 
Russians may be persuaded 
to think the same. 


, limb* 
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recycling large sums of money 
through purchases of tbe commod- 
ity direct from the Russian jffo- 
- docer which would have been then 
‘sold is the international market. 
Yesterday a senior police officer 
told journalists: “If the deal bad 
gone ahead it would iuro caused 
serious damage to Agtp [the oper- 
ating arm of Enil* 

Other recycling operations 
involved companies baying Italian 
dothisg, furniture and foodstuffs. 
Bank accounts with “several bil- 
lions of lire" were also seized yes- 
terday . 

But police said tbe most impor- 
tant aspect of yesterday’s opera- 
tion was the way they had broken 
an organisation. 




V » 


warn Brussels 


! Germany's private sector banks said yesterday theywere 
; losing patience with the European Commission for . 
delaying an investigation into state-owned regional banks 
which received capital Injections through public Souring 
development funds. 

Mr Korl-Hcinz Wcssei. president of the German banking 
assocfatton.saMiUrlherdelayswere“nolonger 
acceptable” and that he expected Brussels to open an - - 
inquiry soon. The association, whose members Include - - 
Deutsche Bank, Dresdner Bank and Commerzbank, has 
also told the German govemment.it is no longer available 
for national talks to reach a compromise. 

The dispute centres on the way Westdeutsche 
Landesbank and five smaller public sector bonks received 
capital injections from local authority -owned housing 
organisations totalling DMll.4bn (S6-7bn>. The banking . . 
association says foe extra capital was made available at 
interest rates below capital market levels. WestLBand 
other state regional banks reject the charge- pointing out 
that the capital is available only for housing project - 
loans- Andrew Fisher. Bom 




EU stand-off on beef proposal 


EU form minis ters were last night digging in against 
European Commission plans to give the European 
parliament greater say over agricultural policies. The 
ministers voiced unanimous opposition to a decision by { 
Mr Franz Fischler. agriculture commissioner, to change - 
the legal base for labelling beef and registering cattle. j 

Mr Jacques Santer, the Commission president, had 
promised proposals for farm legislation under Article 
100(a) of the Rome treaty, which gives the parliament the, 
right to share in the law-making, rather than under 
Article 43. under which parliament has only to be 
consulted. 

The pledge was made in the wake of a damning report 
by MEPs on the Commission’s handling of the “mad cow 1 ' 
disease crisis. The parliament has threatened tn vote on a 
motion of censure against the Commission at the end of 
the year unless it overhauls the management of 
agricultural policy. 

EU officials predicted a stand-off fast night. The 
ministers will have to vote unanimously if they wish to 
overturn Mr Fischler’s plan but they are divided among 
themselves over the proposal. Caroline Southey. Brussels 


Renault chief to meet unions 


Mr Louis Schweitzer. Renault chairman, has agreed to 
discuss with Belgian unions tomorrow whether to keep 
open tbe carmakers’ plant at VUvoorde. a union 
spokesman said yesterday. 

“It doesn’t mean he said he has agreed (to keep the 
plant open] ... but he wants to handle that Issue,” the 
union official said. “You should see this as a first contact 
Don’t think that an arrangement can be found on - 
Wednesday.” 

Renault's decision to dose its Belgian plant with the loss 
of 3,100 jobs prompted a march by more than 40,000 
European workers in Brussels on Sunday. Reuter. Brussels 
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Czechs reject Russian threats 


Russian hints of economic reprisals if the Czech Republic 
joins have been described as "absolutely unacceptable” by- 
Mr Josef Zieleniec, Prague’s foreign minister. “We 
consider It frivolous to connect tire expansion of the 
' North Atlantic alliance with bilateral [Czecb-Russian] 
relations and threaten economic sanctions in this 
context,” he was quoted as saying. 

Moscow’s ambassador to Prague, Mr Nikolai Ryabov, 

( warned the Czech Republic on Sunday that key bilateral 
agreements with Russia might be jeopardised if it joined 
Nato. Citing a possible damaging loss of aims markets for 
Moscow, the ambassador added: “Agreements 
fundamental to the Czech Republic, such as gas deliveries , 
and nuclear energy, create a basis for fixture problems ■■■: 
that our countries would face.” ■ 

Mr Zieleniec responded that Mr Ryabov's statement ; 
made it clear why “it is important ... at the earliest *j 
become a member of the key western political, economic, , 
and security organisations’’. Reuter. Prague \ 


Rbs500,000 banknote issued 



Russia yesterday issued a Rbs500,000 ($88) banknote, its 
largest ever, because inflation has eroded smaller 
denominations, according to the Itar-Tass news agency. It 
wm replace about half the current RbslOO,OOQ notes in 
circulation and has a state-of-the art protection against 
counterfeiting, officials have said. 

The decision to introduce the new notes is also linked 
to an increase in the average monthly salary, which has 
topped KbsLlm, central bank officials said. AP. Moscow 
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Belarus bars Soros director 


Belarusan authorities have barred the executive director 
of the Soros Foundation from re-entering the country and 
accnsed him of supporting the opposition, state-run 
television said yesterday. The foundation, set up by the 
American billionaire Mr George Soros, has invested $13m 
in Belarus, including 56m fast year mostly for education, 
ecological amd medical programmes. 

The television said that the director, Mr Peter Bern, a 
US citizen, was accused of interfering tn Belarus’s 
domestic affairs and was barred “for activities which do 
not correspond to his status”. It added that he was 
accused of taking part in o ppo siti on mass actions, and 
showed pictures, provided by tbe KGB security service, of 
him watching an opposition rally. 

“Tbe barring of the opposition's best friend will not 
mean any difficulties far the Soros Foundation’s activities 
in Belarus," the television presenter said. Reuter, Minsk 
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ECONOMIC WATCH 


Poland’s inflation rate falls 


S* Polish inflation, was tower 
than expected in February 
aSgjHgS" but the improved figures 
ts?P<7- are unlikely to prompt the 
central bank to change 
Wi , . interest rates, as It Is now 
&§ more concerned with credit 
growth and trade deficit, 
analysts said. Consumer 
prices rose 1.1 per cent in 
February against a 23 per 
cent rise in January, taking 
fek the year -on-year index 
tg down to 1.7,3 per cent from 
p] 18.1 per cent The 
j government target for 1997 
y in year-an-year terms Is IS 


per cent. "The February 
data are a nice surprise 
after tbe finance ministry said it expected. February 
inflation at 1.6 per cent,* said Mr Marek Zielinski, analyst 
at Bank Slaski. However, analysts said the inflation data, 
long one of the key factors in the central bank's interest 
rate decisions, had become secondary to credit and trade 
gap growth amid concern Poland’s bafamee of payments 
deficit might slip out of control. 

Analysts expect the trade gap to rise to $32bn in 1997 
from $8.15fan in 1996 - a move which could erode Poland's 
currency reserves needed to pay Its huge foreign debt 
The reserves are now at $i8bn. Reuter, Warsaw 


-'V- V-it 








NEWS: WORLD TRADE 


Sales in western Europe show 5 % fall-off after healthy climb since 1990 

Mini-excavators hit a downturn 


By Peter Marsh 

Sales of mini -excavators - 
the “poor man’s" construc- 
tion machine which has seen 
enormous growth over the 
past decade - experienced a 
rare sales dip in Europe last 
year. 

According to Off-Highway 
Research, a London consul- 
tancy, sales in western 
Europe declined 5 per cent to 
21.870 units from 23,142 in 

1995. But the latest figure 
still represents a healthy 
climb from 15.997 sales in 
1990. 

The number of mini-exca- 
vators used in Europe has 
grown more than four times 
since 1939. Annual sales In 
Europe at distributor prices 
now account for some £400m 
(£636m), from virtually noth- 
ing in 1980. 

Off-Highway Research 
expects European sales to 
decline a further 11 per cent 
to 19,380 systems this year, 
mainly because of soft 
demand in Germany, 
Europe's biggest market for 
construction equipment 

However, the total sold is 
expected to edge up again to 
more than 22,000 in the year 
2000 . 

Europe is now almost 
self-sufficient in the manu- 
facture of mini-excavators, 
with production slightly less 
than sales. European output 
fell 9 per cent last year to 
13,220. from 21.100 the year 
before. 

In 1385, fewer than 1,000 
machines were made in 
Europe. The first mini-exca- 


vators in the region were 
imported in the mid-1970s 
from Japan, where the 
machines were invented. 

The machines weigh a few 
tonnes and cost about 
£17.000. They are much ligh- 
ter and cheaper than con- 
ventional excavators and 
other types of digging 
systems. 

The mini-excavators are 
often hired out by the day by 
plant operators, with con- 
sumers using them for tasks 
such as installing an outdoor 
swimming pool. Another fast 
growing use is by contrac- 
tors digging up roads, for 
instance for laying TV 
cables. Other applications 
for the equipment range 
from grave digging to gar- 
dening. 

Four of the biggest seven 
European-based manufactur- 
ers of mini-excavators are 
owned at least partly by Jap- 
anese companies. At the end 
of last year. 115.100 mini-ex- 
cavators were in use in west- 
ern Europe, roughly one for 
every 3,000 people. In 1989, 
the continent had fewer than 
25,000 machines. 

Pel-Job. a French company 
now owned by Volvo of Swe- 
den, was among the first 
European manufacturers in 
the early 1980s. It had previ- 
ously imported mini-excava- 
tors from Takeuchl, a Japa- 
nese construction equipment 
producer. 

According to Off-Highway 
Research, Pel-Job is the mar- 
ket leader in mini-excavators 
in Europe, with a share of li 
per cent, equating to sales of 


Western European 
of mini-e xcav ator* 



2,335 machines last year. 

This put it fractionally 
ahead of Melroe. part of the 
US Ingersoll-Rand machin- 
ery company. Kubota of 
Japan, J.C. Bamford Excava- 
tors of Britain and Yanmar 
of Japan are the next biggest 
sellers of the systems in 
Europe. 

Kubota, which hac a plant 
in Germany, is Europe’s big- 
gest manufacturer of the 
machines, turning out 3,140 
systems last year after 3.310 
the year before. 

Pel-Job and JCB are in sec- 
ond and third place in pro- 


duction, followed by FAI of 
Italy, in which Japan's Kom- 
atsu has a minority stake, 
and Hitachi of Japan - 
which in Europe makes its 
mini-excavators in the 
Netherlands. 

Neuson of Austria and 
Yanmar are the next biggest 
producers, according to the 
consultancy. 

Last year, Germany was 
Europe's biggest maker of 
mini-excavators, producing 
4,390 systems, mainly 
because of the activities of 
Kubota. The only other size- 
able German-based maker is 


ACP states ‘need banana regime’ 


By Caroline Southey 
In Brussels 

African, Caribbean and 
Pacific countries risk eco- 
nomic ruin if the European 
Union is forced to withdraw 
preferential access for their 
banana exports, the Euro- 
pean Commission has 
warned. 

The prediction is part of 
the Commission’s latest 
offensive to defend the ElTs 
controversial banana regime 


which gives ACP banana 
producers duty-free access. 
The arrangement has been 
challenged by the US in the 
World Trade Organisation. 

The US challenge is a test 
case for the preferential 
trade terms the EU offers 
ACP countries under the 
Lome convention. The WTO 
is due to issue an interim 
report on the case this week. 

Although the Lom§ special 
access arrangements were 
granted a waiver under the 


General Agreement on Tar- 
iffs and Trade (Gatt) In 1994, 
the US has maintained that 
the waiver was never 
intended to cover the EU 
banana regime. 

The US says the regime is 
rigged to protect EU compa- 
nies at the expense of Latin 
American groups. In addi- 
tion. it says the arrangement 
does not benefit Lome coun- 
tries but has a negative 
impact on the economic and 
trade interests of Latin 


American producers. Wash- 
ington cites as evidence the 
fact that the regulations 
have cut access of producers 
in Ecuador, Honduras. Gua- 
temala and Mexico to the EU 
by 27 per cent. 

In a blunt defence of the 
preferential terms, the Com- 
mission argues that banana 
export earnings are a “criti- 
cal component” of the econo- 
mies of the ACP countries. 

"The destruction of the 
Caribbean banana industry 
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World Stainless Steel 

15 & 16 September 1997, Radisson SAS Hotel Diisseldotf 


Focusing on issues including: 


The current supply picture and development towards 2000 

Changing patterns of demand and the push for higher grades of stainless steel products 

New opportunities in the rapidly growing Asia Pacific region 

Will there be enough raw materials to meet the demand for stainless steel products? 

The impact of technology on competitiveness 


High level industry speakers include. 


would provoke severe eco- 
nomic hardshi p and political 
instability in a region 
already struggling against 
deprivation." says a Com- 
mission document distrib- 
uted to EU member states. 

The Commission points 
out that economies of scale 
and lower wage costs have 
driven down the cost of 
banana production in Latin 
American, making it impas- 
sible for smaller producers 
in the Caribbean to compete. 

The Commission dismis ses 
the contention that EU com- 
panies are benefiting at the 
expense of US and Larin 
American groups, pointing 
out that Del Monte and Dole, 
both US companies, have 
increased EU market share. 

The paper also questions 
Washington’s motive for 
launching the WTO chal- 
lenge. as the US is not a big 
banana-producing country. 
The paper suggests the chal- 
lenge is politically motivated 
pointing out that US interest 
was sparked by a complaint 
lodged by Chiqnzta Brands 
and the Hawaii Banana 
Industry Association. 
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SchaeS, a privately owned 
German company. 

In 1996, Britain was in sec- 
ond place producing mini-ex- 
cavators in Europe, with an 
output of 4,050 machines. 
Besides JCB, the other main 
makers of these systems 
with UK plants are Atlas 
Weyhausen of Germany and 
Hanlx. owned by Itochu, the 
Japanese trading company. 

Both these groups make 
about 900 mini-excavators a 
year in the UK. Last year, 
Italy made 4.000 machines, 
just behind the UK: France 
made 3SQQ. 


Japan 
angry over 
telecoms 
delay 

By Nancy Dunns 
to Washington 

Japan has reacted angrily -to 
the decision by the US to 
deny Japanese . telecoms 
companies licences to oper- 
ate in the US. 

Mr Tocbi Minami, a senior 
adviser in the ministry of 
posts and telecommunica- 
tions, yesterday said the 
“highly regrettable" decision 
would make it "difficult" for 
Japan to negotiate an exten- 
sion of a bilateral 1995 tele- 
coms procurement agree- 
ment with the US. 

The pact expires in Sep- 
tember. The US had hoped to 
begin talks on a renewal in 
May and planned to ask for 
improvements in the pact’s 
transparency provisions. 
Washington says the agree- 
ment also needs updating in 
view of the planned restruct- 
uring of NTT. Japan’s 
domestic telecoms company, 
under which NTT will 
become a holding company 
for three subsidiaries. 

The licensing delay keeps 
NTT and KDD. Japan's inter- 
national telecoms company, 
out of the US market just 
when telecoms companies in 
the US and Europe are form- 
ing alliances to preparation 
for the global telecoms pact 
which takes effect next Jan- 
uary. 

Earlier this month the 
administration wrote to the 
Federal Communications 
Commissi on a sking for a 
delay in NTT's and.- HDD’s 
applications. "Executive 
Branch agencies are con- 
ducting a review of the trade 
policy concerns raised by 
these applications," senior 
administration officials told 
the FCC. "Upon completion 
of the review we will provide 
further advice." The US 
clearly hoped delaying the 
licences would give it lever- 
age in the procurement 
negotiations. Officials com- 
plain that NTT. 60 per cent 
state-owned, still refuses to 
follow international equip- 
ment procurement rales. 

They also resent Japan's 
refusal to raise its 20 per 
cent ceiling on foreign own- 
ership of NTT and KDD dur- 
ing pact negotiations last 
month. 

Foreign companies, how- 
ever, will be allowed to 
acquire up to 100 per cent 
interest in US carriers. 

Japan maintains that since 
the US signed the global tele- 
communications agreement, 
it has no right to protest 
about the foreign-ownership 
cap, which was included in 
the agreement. The foreign 
ownership dispute is govern- 
mental, while the applica- 
tion by NTT and KDD for a 
US operating licence is 
strictly a corporate matter, 
the Japanese ministry says. 
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US backs 
F-16 deal 


Iff* 1 


The US has approved "almost aiT Abu Dhabi's 
requirements for weaponry and technology on F-lfi 
fighters. Mr Robert Lawrence, Lockheed Martin’s . 
president for the Middle East and Africa, said at Abu */..■ 
Dfa3bi's International Defon»Exhibition fldexj at the - 
weekend. Over TOO exhibitors from 53 countries ore taking 
part in the exhibition, which opened on Saturday and 
continues until March 20. Gulf states are expected to L i 
commit between ?60bn and$ 80 hn to capital defence 
spending in the next five years. . 

Lockheed Is the favourite to wiu the lion's share of a -j 
supply and support contract worth $6tav48hn to equip fh* - j 
Abo Dhabi air force, on behalf of the United Arab l 
Emirates (UAEk with up to » strike aircraft. Otter ■'••-'j 
contendere include British Aerospace's Tornadoes, F-lSs i 
made by McDonnell Douglas, now pert of SdetBg. and ■ • • 1 
France's Dassault Aviation. "..'I 

The Abu Dhabi government is also expected to fast- ; j 

patrol boats worth up to SI bo cm behalf of the UAE navy. 
Bidders include the UK's Vesper Thorneycroft; Frances. - 
DCNL the international arm of Direction des - - 
Constructions Navales; the Netherlands' Koninkftfko * 
Schelde Grocp; and Germany's Lurssen. 

The Russians are also competing, along with' two US 
companies. Newport News Shipbuilding, a subsidiary of 
Tenneco. and Halter Marine. Robin Allen. Aim Dhobi 

Manila settles US row 

The Philippines has settled its disagreements with the US 
over quota limits on garment and textile exports. 

The Philippine Garment and Textile Export Board said 
yesterday it would be able to increase exports by $6Qm 
under the new agreement The US is the Philippines’ - : • 
dominant market, last year accounting for Slffibn or 60 ' 
per cent of the country's total garment exports. The new 
agreement will date from January 1 and Includes 
children's wear, among the most profitable areas. 

Losses incurred because of the controversial rule which 
set quota curbs last year will be compensated for by the 
US. In return, the Philippines will withdraw Its complaint . 
of unfair trade practice against the US filed with the 
World Trade Organisation. Justm Morrazi, Manila 

Indian LNG tenders out 

Some 17 companies have tendered to supply liquefied 
natural gas to Indio. Mr C. Prasad, chairman of the 
state-owned Gas Authority of India, said in Singapore 
yesterday. India is expected to need 150 cubic metres a 
day by the year 2000 . while production is only likely to 
reach 68 cubic metres a day. - • 

GAIL and its partners. Indian Oil Corporation and Oil 
and Natural Gas. Corporation, plan to set up import 
terminals to handle 5m tonnes of LNG a year. Bkidere ' 
include Total, Shell, Mobil and British Gas. A decision is 
likely in six months, when the government is expected to 
approve the project. Reuter. Singapore 

EU boosts Japan drive 

The European Commission yesterday rolled over its 
efforts to help with EU companies’ export promotions to 
Japan, pledging Ecul2m ($13Jkn) to a four-year campaign 
covering 10 priority sectors. "The campaign is expected to 
help 1.000 European companies market Uxelr products and 
services in Japan over the next four years through trade 
missions, trade lairs and other events," the Commission 
said. 

Target sectors were medical, material-handling, and 
marine equipment, waste management technologies, 
construction materials, packaging machinery, food, drink, 
information technology and outdoor life products and 
equipment The Ecu8m previous programme ran for three 
yeare to 1996. Reuter, Brussels 

■ John Laing International, the British construction 
company, and DM Consunji, the Philippines' largest 
construction group, were yesterday awarded the S230m - 
contract to buBd lour residential towers in Makati, the 
central business district of Manila. 

The contract was awarded by Rockwell land 
Corporation, the Philippine property developer. It 
represents the first stage to the glbn development of 
Rockwell City and is the latest investment In the capital's 
booming property market Justin Marasd. Manila 
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NEWS: EUROPE 


Italy limbers up for 
an Olympian task 



Preparing 
for Emu 


Ask ■ any 
Italian 
banker what 
he thinks of 
European 
economic 
and mone- 
tary union 
and he will 
automati- 

cally say 

that he 
would like to see Italy join 
Emu right from the start in 
January 1999. After a few 
seconds of reflection, how- 
ever, he win admit It would 
probably be preferable if the 
single currency was intro- 
duced a few years later. 

Emu poses an Olympian 
challenge for a highly frag- 
mented. overstaffed and Inef- 
ficient system which is still 
60 per cent controlled by the 
state. The. industry's average 
return on equity was a dis- 
mal 0.3 pa- cent in 1995. Last 
year it improved, but was 
still lingering at 22 per cent 
Forecasts make depressing 
reading, with an estimated 
average return an equity of 
22 per cent, 2.4 per cent and 
3.1 per cent for 1997, 1998. 
and 1999 respectively against 
20 per cent in the UK, nearly 
15 per cent in Spain and 6.5 
per emit in the troubled 
French banking sector. 

“Italy is still in the midst 
of adapting its banking sys- 
tem to the modern world,” 
explained a leading Milan 
banker. "This process only 
started 12 years ago. We still 
have to consolidate an indus- 
try with around 1,000 banks, 
mid we have hardly begun 
privatisation,” he said, 
adding that Emu was now a 
farther complication. 

“Merging or privatising 
absorbs a huge amount of 
management time and effort 
imagine if you also have to 
adapt yourself to an entirely 


new monetary system.” 

But for aH these difficul- 
ties, Mr Giuseppe Zadra, the 
general manager of the Ital- 
ian B ank ing Association 
(ABI). believes the system 
will be ready for Emu in 
1999. “We would like to be in 
from the start, but even if 
we are not we are acting as 
if we were." he said. 

Mr Zadra chairs the ABI 
strategic committee set up to 
prepare the industry for 
Emu. A year ago, it 
approved a report listing the 
problems banks must solve 
to be ready to work in euros. 

Paul Betts finds 
the country’s 
banks optimistic 
about meeting 
Emu deadline 


It created a series of techni- 
cal committees to address 
specific problems ranging 
from institutional relations, 
credit policy, systems and 
resources, payments systems 
and financial markets to 
legal issues. 

“All our interbank activi- 
ties will be done in euros 
from January l 1999.” he 
insisted. With the risks still 
high that Italy may foil to 
meet the terms for immedi- 
ate entry in Emu, interbank 
payments are already being 
adapted to operate a double 
euro-lira currency system. 

That is just one small 
example of the measure of 
the problem facing Italy. 

Ironically, the short-term 
impact of Emu is likely to be 
felt hardest by the larger 
hanking groups. Under Emu. 
foreign banks are expected 
to be drawn to Italy’s wide 
lending and deposit margins 



Banco di Roma’s mafa branch at Milan: short-term impact 
likely to be greater for bigger bank groups t*** nwvm> 


without having to address 
any more currency risk. 

Margins in the commercial 
lending business, which 
affect the big banks more 
thfln the soanll ones, are 
believed to be most at risk 
because they are thought to 
have lower entry barriers. 
Retail margins, however, 
could prove more resilient 
because of the franchise 
strength of Italian banks, 
especially the smaller 
regional ones. 

Smaller banks, with their 
leas sophisticated and devel- 
oped fiwawriai activities, are 
also likely to be hit less - in 
the short term at least - by 
increased competition In cur- 
rency related commissions 
and financial operations. 

In the longer term, how- 
ever, the larger banking 
groups are expected to have 
a competitive edge in Emu. 
Their critical mass and their 
international networks 
should enable them to 
develop and distribute 
savings and investment 
products to expand their 
reach for new deposits. 

One of the biggest head- 
aches for smaller hunks is 
the higher cost of adapting 
information technology 
systems to the single cur- 
rency. APT has been urging 
smaller banks to consider 
mmhining their new require- 
ments With Other banka or 
simply outsourcing their 
information technology 
needs. 

Estimates of the overall 
cost of Emu far t he Italian 
banking system range from 
L2£00bn to L4.000bn ($L5bn- 
$2.4bnj over the next three 
years. A study has shown 
that for one of Italy's largest 
banks, domestic interest 
marg ins could be reduced by 
up to L370bn over three 
years while commissions on 
currency transactions could 
foil by around L50bn. 

As for adapting the 
operations and structure of a 
big bank for Emu, another 
study estimates the total 
cost at around L270bn. Of 
this total, around L40bn 
would be spent on informa- 
tion technology systems, 
L15bn on staff training, and 
about L55hn on internal and 
external communications, 
and as much as L160bn 
would involve cost increases 
in the bank’s operating pro- 
cedures. 

“Our challenge is to trans- 
form the problems and costs 
of adapting to Emu into a 
business opportunity.’’ said 
the head of a big Italian 
bank. “It’s exactly like Bor- 
salino. They used to be domi- 
nant in hats. Every gangster 
from Chicago to Marseilles 
wore a Borsalino. The hats 
went out of fashion and so 
Borsalino now sells trousers, 
jeans, shirts, whatever, but 
they are still remembered as 
hatters." 


Court could block 
Bonn’s participation 


By Wolfg ang MOnchau, 
Economics Correspondent 

Many commentators who 
predict or fear a delay in eco- 
nomic and monetary union 
point to the Goman consti- 
tutional court as a likely 
obstacle. 

The court, which has 
declared its competence in 
principle to rule on Ger- 
many's conformity with EU 
law, could theoretically try 
to block Goman participa- 
tion in Emu if the govern- 
ment foils to meet the Maas- 
tricht treaty’s convergence 
cr iteri a. Mr Wilhelm Nolling. 
a former member of the 
Bundesbank’s council, who 
has expressed doubts about 
German ability to meet the 
criteria, has threatened to 
launch a challenge at the 
court 

German constitutional 
lawyers warn that the pow- 
ers of the constitutional 
court are not nearly as 
clear-cut as they appear. Mr 
Ulrich Everling. a former 
judge of the European Court 
in Luxembourg, suggests 
that a ruling on Emu could 
even trigger a constitutional 
crisis: if it challeng es EU law 
it would redefine the coun- 
try’s whole legal relationship 
with the EU. It could set a 
precedent allowing any 
national court to rule on its 
own right to interpret and 
reinterpret European law. 

The confusion touches 
Upon the complicated rela- 
tions between EU law and 
national law. EU law nor- 
mally overrides national law 
if there is a conflict between 
the two on European mat- 
ters* But there are several 

exceptions. The German 
court, in a famous ruling in 


1993, greatly extended its 
own European role. Attach- 
ing conditions to Germany’s 
ratification of the Maastricht 
treaty on monetary union, it 
said the country was not 
subordinating itself to “an 
unclear, automatic and 
uncontrollable mechanism". 

Mr Paul Kirchhof, a senior 
judge of the constitutional 
court, is the most vociferous 
defender of its rights and 
has publicly warned against 
a softening of the Maastricht 
convergence criteria. He 
argues that the relationship 
between the EU and a mem- 
ber state is similar to that of 
a contract The EU is not an 
upper level in a hierarchy: 
EU law feeds into national 
law through the “bridge" of 
national enabling legislation. 
It is through this bridge that 
the national court derives its 
powers. 

Germany’s legal establish- 
ment is split right down the 
middle over this. Mr Everl- 
ing. now professor of Euro- 
pean law at the University of 
Bonn, said a negative judg- 
ment by the constitutional 
court on German Emu par- 
ticipation would be unprece- 
dented- “This would be 
much worse than a delay 
decided upon by politicians. 
This would give rise to a 
genuine political and consti- 
tutional crisis,” he said. 

In the worst case, other 
countries could follow Ger- 
many’s example and opt out 
of EU law as it suits them, 
resulting in a gradual ero- 
sion of EU law. 

The question is whether 
the European Union treaties 
form a genuine constitution 
for its members, or whether 
they only take effect as part 
of their own constitutions. 


One example of the grow- 
ing legal confusion was last 
year’s decision by the gov- 
ernment of Saxony to disre- 
gard a ruling by the Euro- 
pean Commission, which 
had ordered the repayment 
of subsidies to Volkswagen, 
the motor group, which it 
said were illegal under EU 
state aid rules. Saxony had 
openly questioned the Com- 
mission’s right to intervene. 
The deadlock was temporar- 
ily resolved only after a com- 
promise between the Com- 
mission and the German 
federal government 

The ripples of the constitu- 
tional court’s 1993 Maas- 
tricht ruling are also felt in 
lower courts. In 1994, a Ger- 
man regional financial court 
overruled the European 
Court on foe grounds that it 
had exceeded its compe- 
tence. The court based Its 
judgment directly on the 
constitutional court's Maas- 
tricht ruling. 

The relatively short period 
between April 1998 - when 
EU heads of government 
decide on who joins the sin- 
gle currency - and January 
1999 - the prospective 
starting date - will not give 
foe court much time for a 
decision if there is a chal- 
lenge. The court might even 
take a decision after mone- 
tary union has already 
begun. 

And if at the end of the 
day the German court did 
rule a gains t Emu. foe ques- 
tion of whether or not to 
delay could pale into insig- 
nificance compared with the 
more pressing political and 
constitutional concerns that 
would then face both the 
governments and financial 
markets of the EU. 
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Little to celebrate for Swedish PM 

Persson has failed to fulfil high hopes after a year, writes Hugh Carnegy 



GOran Persson: under fire from both left and right PoppatiotD 


M r GOran Persson. 
Sweden’s Social 
Democratic prime 
minister, is about to mark 
the completion of his first 
year in office. But the anni- 
versary, on Friday, will 
hardly be a happy one. 

When he took over from 
Mr Ingvar Carlsson as party 
leader and premier last 
March expectations were 
high. As finance minister he 
had fought and largely won 
a hard battle to overcome an 
acute crisis in Sweden's pub- 
lic finances. 

An anthoritative and 
respected politician, he 
promised to set Sweden back 
on a path of prosp e rit y and 
social welfare after the 
shock of deep recession in 
the early 1990s. He said he 
would halve record unem- 
ployment by the century’s 
end. The SOP’S opinion polls 
ratings surged in response. 

A year later, however, foe 
picture is very different. 
Total unemployment, at 13.3 
per cent of the workforce, is 
higher than ever. Mr Pers- 
son is under fire from foe 
left for the severity of budget 
cuts on the country's big 
public sector and, from the 
right, for ducking free mar- 
ket reforms that could stim- 
ulate p riv at e sector employ- 
ment. 

Recent opinion polls have 
shown the SOP sliding to 
ratings as low as 2&5 per 
cent, well below its arch- 
enemy, the conservative 
Moderate party, and a cata- 
strophic level for the party 
that has governed Sweden 
for 53 of the past 6 4 years. It 
won the 1994 general elec- 
tion with 45 per cent of foe 
vote. Mr Persson’s own poll 
rankings are lower than for 
any recent prime minister. 


He can point to some suc- 
cesses. Above all, the refur- 
bishment of the public 
finances has been consoli- 
dated. The bndget deficit, 
which topped 13 per cent of 
gross domestic product in 
1994, is set to be eliminated 
next year; public debt is 
starting to come down; inter- 
est rates have fallen sharply 
and prices are stable. Swe- 
den is also set to qualify for 
European monetary union, 
although entry is unlikely 
from the planned start in 
1999 because of heavy oppo- 
sition within the SDP and 
the electorate at large). 

But Mr Persson has been 
caught up in a cross-current 
of issues which have com- 
bined to undermine his posi- 
tion. 

First, despite foe successes 


in the public finances, the 
real economy has proved a 
disappointment. Gross 
domestic product growth 
slowed to less than 2 per 
cent last year, and although 
it is expected to pick up pace 
again this year, the painful 
fact is that growth has 
mostly come from the export 
sector which is not increas- 
ing employment. Investment 
levels in Sweden are propor- 
tionately among the lowest 
in industrialised countries. 

Meanwhile, under pres- 
sure from foe big public sec- 
tor lobby wi thin foe party, 
Mr Persson has promised to 
start spending more public 
money once again, saying an 
extra SKrlObn ($1.3bn) a 
year will be channelled into 
the welfare system from 
next year to protect employ- 


ment But he has resisted 
calls to loosen the rigidly 
regulated labour market and 
cut taxes to spur job cre- 
ation. This in turn has 
raised doubts in the finan- 
cial mar kets about foe gov- 
ernment's strategy. 

Second, the prime minis- 
ter's political strategy has 
drawn him into conflict with 
both his allies and his ene- 
mies. He has forged a close 
alliance with the small, 
rurally rooted Centre party 
in order to provide the nec- 
essary parliamentary major- 
ity for his minority govern- 
ment. This bas the added 
advantage of splitting foe 
r anks of foe right-of-centre 
alternative coalition, led by 
the Moderates, to which foe 
Centre party used to belong. 

But the main fruit of the 


SDP-Centre alliance - an 
agreement to begin decom- 
missioning Sweden’s big 
nuclear power industry 
before foe end of its techni- 
cal lifespan - has split the 

SDP and brought protests 
from industry and several 
top union leaders. 

The decision is in line with 
a 1980 referendum derision 
to replace nuclear power, 
which provides half of Swe- 
den's electricity. It is also in 
line with Mr Persson's per- 
sona] co mmi tment to build- 
ing an ecologically sustain- 
able society. But critics say 
he bas risked increasing 
energy costs and raised a 
further obstacle to employ- 
ment growth for the sake of 
Centre party demands. 

The fundamental problem 
which underlies all these 
issues is the lack of direction 
the SDP has suffered since 
the crisis of the early 1990s. 
Then, the “Swedish model" 
of a welfare-based, egalitar- 
ian society which the party 
bad built up over decades 
was overturned by deregu- 
lation and the international- 
isation of the economy. 

Mr Persson has so far 
failed to articulate a clear 
new vision behind which the 
party can rally. The reforms 
the government has 
embraced have been made 
“hesitantly, grudgingly and 
unwillingly”, as one critic 
put it. 

The prime minister does 
not face a general election 
until September 1998, giving 
him time to reverse the cur- 
rent trend in the polls. If be 
keeps the Centre party in his 
pocket, the odds remain that 
he will form the next govern- 
ment. But that prospect 
looks less certain than it did 
a year ago. 
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NEWS: INTERNATIONAL 


Government rallies round Israeli premier ahead of building of new settlement at Har Homa 

Netanyahu wins no-confidence vote 


By Judy Dempsey in Jerusalem 


Israel's prime minister, Mr 
Benjamin Netanyahu, yesterday 
survived a no-confidence vote after 
members of his ruling coalition ral- 
lied behind him in preparation for 
the bull ding of a new Jewish settle- 
ment at Har Hama, east Jerusalem. 

The vote, initiated by the opposi- 
tion Labour party, left Mr Netan- 
yahu with a comfortable majority 
after 46 deputies voted for the 
motion, with 54 against The vote 
followed intense lobbying by Mr 
Michael Eitan, parliamentary 
leader of the coalition, who per- 
suaded the government to stand 


behind the prime minister. 

Mr Netanyahu, who said before 
the vote he would start prepara- 
tory work at Har Homa this week, 
is bracing himself for possible 
unrest by the Palestinians once the 
bulldozers climb the hill there. 

Mr Yitzhak Mordechai, Israeli 
defence minister, said he had sent 
additional troops to the West Bank 
and outskirts of Gaza in anticipa- 
tion of any violence. 

“Our working assumption is that 
incidents are likely to occur, even 
severe incidents* Mr Mordechai 
said. Other senior officials were 
trying to arrange a meeting 
between Mr Netanyahu and Mr 


Yassir Arafat, president of the Pal- 
estinian Authority, as soon as pos- 
sible. 

Despite fears of unrest which 
would deal a heavy Mow to the 
peace process, already at a stand- 
still, the final status talks, due to 
start yesterday have been, post- 
poned. Government officials said 
there was “no turning back" for Mr 
Netanyahu. “Har Homa will go 
ahead," Mr Moshe Foge!, a govern- 
ment spokesman, said. 

The timetable for the start of the 
final status talks, focusing on Jeru- 
salem, Israel's future borders and 
Palestinian refugees, was agreed 
on January 15 after the US-bro- 


kered Hebron agreement, hr which 
Israeli troops withdrew from tire 
West Bank city of Hebron. 

But since then, Washington, 
which acted as guarantor tor that 
accord, has been conspicuously 
absent in trying to keep the peace 
process Oh track. Among Israeli 
public opinion,. there appears to be 
evidence of a growing swell of 
opposition by Israelis to building 
Har Homa at ftw time. 

hi its latest pML the Centro tor 
Peace Research at Tel Aviv Univer- 
sity showed that if building on Har 
Homa would lead to violence, even 

if Israel bad the right to buDd, 41 
per cent supported the project But 


Nigeria airfare rise signals safety moves 


C heap, unreliable and 
in possession of an 
unenviable safety 
record, Nigeria’s domestic 
airline industry welcomed 
an agreement with the mili- 
tary government to double 
tores from yesterday. 

It is still not really 
enough to allow us to oper- 
ate commercially,” said Cap- 
tain Muhammad Jqji of the 
Airline Operators of Nigeria, 
"but it is a step in the right 
direction and we remain 
hopeful of a further upward 
review later this year." 

A one-hour flight from the 
commercial city of Lagos to 
the capital Abuja had cost 
the equivalent of about $30. 
Last year, mote than 150 


Antony Goldman on new resources to make flying less risky 


people were killed in crashes 
officially unexplained but 
widely linked to pom* main- 
tenance both of ground facil- 
ities and aircraft. 

Operators acknowledge 
the crisis gripping the sec- 
tor. Only six out of 6S regis- 
tered private airlines are 
r unning regular services. 
More than 50 aircraft were 
flying three years ago. Today 
there are barely 20. Soon 
there may be less than 10. 
Most aircraft are more than 
20 years old, ageing DC-Os, 
727s and other marques long 
since forgotten elsewhere. 

Despite soaring infla tion 


and currency reform which 
have raised dollar costs four- 
fold, the government has 
permitted no fare increases 
since 1994. "Even with full 
passenger volumes, we have 
done no more than cover 
costs!" said Captain Joji, 
"and proper maintenance 
requires proper resources*. 

The government, however, 
has been slow to accept the 
industry’s arguments, saying 
local carriers benefit from 
some of the cheapest avia- 
tion fuel in the world as well 
as modest landing and park- 
ing fees. 

Air Commodore tta Odo-I- 


zneb, the aviation minister, 
TTm frntqi npd that a bigger 
increase would price air 
travel out of the reach of all 
but a few, and could contrib- 
ute to inflationary pressures 
within the economy. 

Aviation specialists denied 
this. 

"Even as things stand," 
said one, "I doubt one person 
in 200 has ever travelled by 
air. The reality is that gov- 
ernment officials are the 
most frequent fliers in 
Nigeria. They regard private 
companies as a public util- 
ity, in effect imposing an 
infftimai subsidy on their 
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own travel within the coun- 
try. If it meant an improve- 
ment in safety and reliabil- 
ity. other users can and 
would pay much more. 1 * 

Nigeria’s three meet suc- 
cessful carriers, Bellevue. 
ADC and Sabo, have sought 
to escape the constraints of 
an incr easingly unprofitable 
domestic environment by 
moving into the more lucra- 
tive, doflar-tfeketed. interna- 
tional market. ADC has 
negotiated righto ak mg the 
west African coast and oper- 
ates as Liberia’s national 
flag carrier. Bellevne is 
looking to take over mori- 
bund Nigeria Airways routes 
to Bid de Janeiro, Nairobi 
and Bombay. Kabo has 

hp pps {hr i^jHnatinrn hi the 

Gulf. 

Meanwhile, combating the 
serious problems afflicting 
ground facilities and safety 
equipment win also require 
resources and a political will 
absent tor some time. Radar, 
air traffic control, emer- 
gency services and other 
technical infrastructure 
have suffered from years of 
neglect 

A number of ambassadors, 
government officials and 
business executives were 
delayed eight hours in Lagos 
last week for a flight because 
of poor visibility at Abuja 
airport, where earlier tills 
month a pilot narrowly 
missed the control tower 
whose li ght, he had mistaken 
for the runway. On Thurs- 


day. flights to all parts of the 
country were grounded 
because of a power cut. Far 
such safety reasons, the Brit- 
ish High Commission has 
since last year banned its 
staff from flying on domestic 
airlines. 

Mr Peter Igbinedion, the 
new head of the Federal Air- 
ports Authority of Nigeria 
has a two-year plan to 
upgrade facilities at Lagos, 
Abuja, the main oil centre 
Port Harcourt and Kano, the 
largest city in the north. 
New maintenance contracts 
are being signed. Central 
government assistance has 
risen considerably since the 
son of General San! Abacha. 
the head of state, was killed 
in an air crash in January 
last year. 

The international terminal 
at Murtala Muhammad Air- 
port in Lagos, once infamous 
for graft, aggression and 
sloth, has been smartened 
up. British Airways and oth- 
ers have paid for concessions 
to set up executive lounges, 
releasing resources which 
Mr Igbinedion said would go 
towards the creation of a 
safe operating environment 

Such changes, even if 
accomplished, wflj take time. 
For now, passengers at the 
domestic terminal are 
resigned to a service which 
is not only less than it 
should be, but less than 
what it was five years ago, 

"I know things are not 
fine." said one lawyer 
waiting far a flight earlier 
this week, “but have you j 
seen our roads?” 


INTERNATIONAL NEWS DIGEST 


UN to make 


deeper cuts 


Mr Kofi Annan, the United Nations secretary general, last 
night announced further measures to reform the 
organisation, including the elimination of 1,000 jobs, a 
$12Sm budget cut, and the consolidation of 30 separate 
divisions into four main departments. 

Hie told the General Assembly's budget committee that 
these were economies within his authority but a broader 
restructuring would follow in July after consultations 
; with member states. The current UN annual budget Is 
about $I.3bn but member states including the US, the 
, biggest debtor, owe more than twice that amount for 
regular expenses and peacekeeping. 

Asked at a press conference how he would respond to a 
critical US Congress that might consider bis cuts 
inadequate, he said any deeper reduction would be 1 

unwise. The effect on existing staff would be minimal, be : 
Insisted, because there were already about LGQQ vacancies 1 
unfilled. He acknowledged that, at 38 per cent of the , 
budget, UN administrative costs were too high and he 1 
proposed a one-third cut by 2001. Also, the huge 
volume of documents would be reduced by at least 25 per 
cent. Michael Littlejohns, Nero York \ 


James Baker is special envoy 




21 per cent opposed construction at 
alk those who believed it should be 
postponed amounted to 31 percent 

In addition. Peace Now, the inde- 
pendent Israeli peace movement, 
yesterday showed how Har Homa 
would cost the tax payer more than 
Shkltm (|2272m). 

It said the government’s policies 
aimed at expanding Jewish settle- 
ments in the West Bank and east 
Jerusalem "were activities under- 
taken to appease a group [the set* 
tiers} that forms just 2J> per cent of 
the population of Israel and to | 
implacably opposed to the peace, 
process.” i 

Editorial comment. Page 19 





Lebanon 


on economy. 


N o country has more 
reason to fear mount- 
ing tension in the 
Middle East than Lebanon. 
The guerrilla war against 
Israeli occupation of south 
Lebanon by the Syrian- 
backed Shta militia HJzboI- 
3 ah has a well-established 
pattern of episodic violence 
that casts a pall over Leban- 
ese efforts to reconstruct a 
country all but destroyed by 
the 1315-90 civil war. 

But as Lebanon lost Fri- 
day commemorated the first 
Israeli invasion or its terri- 
tory 19 years ago. Mr Rafiq 
al-Hariri. the country's bil- 
lionaire prime minister, 
struck a characteristic note 
of optimism tinged with defi- 
ance as he reviewed Leba- 
non’s resilient performance 
since Israeli's 17-day bom- 
bardment of Lebanon last 
April. “The country has 
acquired a sort of immunity” 
to Israeli attacks, he said. 

Operation "Grapes of 
Wrath", os the Israelis called 
it, ended in a stalemate. 

I Israel failed to bludgeon Bei- 
rut and Damascus - which 
deploys- 40,000 Syrian troops 
to police Lebanon - Into dis- 
arming Hizbollah; instead 
Israel and the Sbia militia 
agreed rules of engagement, 
forbidding them to fire on or 
from civilian positions inside 
the occupation zone. 

Moreover, the death last 
month of 73 Israeli comman- 
dos in a helicopter crash en 
route to Israel's ‘■security 
zone” in southern .Lebanon 
has rekindled debate inside 
Israel on a withdrawal. 

Israel has never managed 
entirely to pacify Its north- 
ern frontier. In 1982, 
full-scale invasion eventu- 
ally drove Mr Yassir Arafat's 
Palestine Liberation Organi- 
sation out of its Lebanese 
strongholds. But the cost 
was a bloody and traumatic 
three-year war of attrition 
with Shia Moslem militias, 
which drove them back to 
the “security zone" they first 
carved out in 197B. 

Officials in Beirut and 
Damascus are nervous that 
the hardline Likud-led gov- 
ernment of Mr Benjamin 
Netanyahu, frustrated at the 
growing death toll in the 
Lebanon conflict, will lash 
out - and this time target 
Syrian positions in the 
Bekaa valley, Hizbollah' s 
rear guard. But Mr Hariri is 
sanguine. "It will not esca- 
late,” he believes. “Before, 
we never had a mechanism; 
.now we do, in the monitor- 
ing comittee.” war”. 

Lebanon cannot 'and will 
not make peace with Israel 
separately from its Syrian 
overlord, which wants the 
full return of the. Golan ' 
Heights, captured by Israel 
in the 1967 Arab-lsraeli war. 

Beirut instead insists on 
the unilateral withdrawal 
called for in UN Security 
Council Resolution 425 or 
1978. But despite popular 
Israeli hostility to involve- 
ment In Lebanon, Mr Hariri 
appears resigned to the 
low-level conflict continuing. 

“They want to give, a false 
impression about their will- 
ingness to withdraw from 
Lebanese territory. But if 
that's what they want, they 
can say frankly and openly 
they are willing to imple- 
ment [resolution] 425. But I 
think they want us to live 
under the impression that 
war is imminent, to keep 
things bailing.” 

Last April, he srgues, Mr 
Shimon Perea, the former 
Israeli premier and architect 
of the regional peace process 
- fighting an . election 
against Mr Netanyahu, who 
threatened its “land-for- 
peace” foundations. 7. “man-, 
aged to convince his interna- 
tional allies he needed to do 
it [attack Lebanon] in order 


Mr James Bake-, US secretary of state under President 
Georgs Bush, has returned to the international limelight, 
agreeing- to help the United Nations resolve a bitter 
dispute over Western Sahara, a former Spanish 
dependency largely controlled by Morocco. 

Mr Baker, 68, said last night he would visit the area 
next month for initial contacts with “the parties 
involved”. As well as Morocco, these are thePolisario 
independence movement, Algeria and Mauritania, all of 
which reject King Hassan’s rJanm to sovereignty. 

A statement yesterday from Mr Kofi Annan, the UN 
Secretary general, said that, as his special envoy. Mr 
Baker would assess whether a proposed referendum in 
Western Sahara could be implemented in Its present form 
or whether "adjustments” might improve the chances. If 
not, he would advise the UN “on other possible ways of 
resolving the conflict”. 

A UN-supervised poll was supposed to beheld In 
January 1992 on the territory’s status, following a 
ceasefire the previous September. But quarrelling broke 

otrt over who was enlhled to vote. It is a large country, 
though sparsely populated, and many inhabitants are 
nomads. Michael Littlejohns 


Mobntn in intensive care 


President Mobutu Sese Seko of Zaire was yesterday in 
intensive care in a Monaco hospital, as rebels against his 
31-year regime consolidated their hold on eastern Zaire 
and made the southern province of Shaba their next target 

France yesterday repeated its call on an sides in the 
Zairean co nf l i ct to accept a plan, backed by toe United 
Nations and the Organisation for African Unity, for an 
immediate ceasefire, hut refused to join Belgium, the 
former colonial power in Zaire, in acknowledging the 
Mobutu era was over. As Mr Mobutu went into hospital 
again for prostate cancer treatment Mr Erik Derijcke, the 
Belgian foreign minister, said at the weekend that the 
rebel leader, Mr Laurent Kabila, was now “a factor who 
could not be ignored”. 

But the French press commented -widely yesterday that 
France had lost out politically by staking too much on Mr 
Mobutu as the only man capable of holding the country 
together, David Buchan, Paris 


to win thr eketkaa and t 
peace. He could make aca 
' Netanyahu cannot 1 * ; *’ 

Mr Hariri emerged in « 
as the personification bTL* 
anon's determination ’ 
rebuild the country, and 
re-establish Beirut as t 
region's financial centre, h 
in its pre-civil war role a* 
commercial banking car 
recycling petrodollars to f 
west and more as a cajd 
market attracting develt 
meat funds far Lebant " 

Syria and the region. 

"We bad to build ab aci 
mutated feeling, layer up - * 
layer, that the war b 
ended,” he says. He fe 
that point has been react 
because public opinion .1- - 

got used, to the linger! 
conflict with Israel. 

“They know that after t . 

April aggression, the' Lebi 
ese economy succeeded 
absorbing it. and the Leix . . 
ese leadership turned it h . 
a victory." 

In the diplomatic efforts 
end "Grapes of Wrath", 

Hariri artfully used his w 
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tacts to give Lebanon I .A’i i i i V 

beginnings of a voice in 

pendent of that of Syria, 

widen the country's Jugl’*! .1 \ TV 

qualified sovereignty. W \ i W 1 

’There is not only a nati * 

here, but an independc 
sovereign state," he affirr 1 ' 

And an economy with 
Immune system. 
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rates and inflation c m, 
down, yields on gdVarnrpfc „ 
and private eurobonds £ 1 
and spreads narrowed, a . 
the current account surpl -■ 
rose despite a widen! 
trade deficit, financed by' ~ 
continuing inflow of oy 
~$6bn a year from the Lebatj, 
ese diaspora. £» 

Internal borrowing, f V 
reconstruction has rise 
however - partly to-ccuV-^. 

the estimated SSOOm cost 
the Israeli bombardment >.• 
and GDP growth fell from •* , 
7.2 per cent average ^ 

1993-95 to 4 per cent Id*,,' 1 
year. But "no country a ' 
continue to grow over .7 p' 
cent a year indefinitely,” 

■Hariri says: ’ ■V. ~ 

The point Is, he says. >/ - • 

dealt with it". The prtt^ r * 
minister, who made his a* , 
estimated $4bn fortune. 7 ■' 
construction in Satf, * - 
Arabia, believes firmly tb. ™ 
Lebanon vrin cane. into 1'- 
o*ri, wift or without feral']* 
occupation. Ui 

“Now it’s up to Natal] 1 1 1 
yahu," ho concludes- H 

has all the cards In h 
hands. He can say ‘1 want ^ 
implement [resolution] 4 5-^ 
and to resume the negotl 
tions with Syria [halted 
year ago] from . where we te •- 
off, and all this tenaic - 
would disappear. - 
“It's for town to decide 
they want peace, wbfr' 
could be very dose, and toe 
together, we could fight 40 * 
body in tiie . region wfc, . 
wants to "destroy that peso 
But if what they, want is v 
dominate too Arabs, the 1 .- 
will be no peace.” 
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US Treasury pushes tax 
collection agency reform 


By G«rard Baker 
in Washington 

The US Treasury yesterday 
proposed a radical overhaul 
of the Internal Revenue 
Service, the country’s tax 
collection agency, designed 
to Improve Its 
accountability, strengthen 
Its management and open 
parts of its activities to 
outsiders. 

Announcing what he said 
would he the most . 
far-reaching ahang eg to the 
IRS in decades, Mr Lawrence 
Summers, the deputy 
Treasury secretary, told a 
conference of tax executives 
in Washington that the 
agency could do much better 
at providing a more 
cost-effective, high-quality 
tax collection service to 
Americans. 

'The IRS needs to be more 


responsive to taxpayers, to 
use. technology more 
effectively and to be more 

efficient," be said. 

The Treasury’s five-point 
plan, which will require the 
support of Congress, is 
designed to head off heavy 
criticism of the IRS's 
performance . in recent 
months. 

The agency is, 
unsurprisingly, deeply 
unpopular and many 
congressional Republicans 
want to . abolish it and 
transfer its powers to a 
mixture of of other 
public-sector institutions 
and the private sector. 

Calls for reform have 
grown following a series of 
embarrassing episodes that 
have included the botched 
introduction of a $3.5bn new 
computer system designed to 
streamline tax collection and 


a host of allegations of 
aggressive heavy- 
handedness by many of the 
IRS’s 100,000 tax collectors. 

The plan calls for 
strengthened accountability 
by the Treasury through the 
establishment of a 
permanent supervisory 
commission to oversee the 
IRS’s regular function. . 

An externally-staffed 
advisory committee would 
also be appointed to bring 
outside expertise to the 
running of the agency. 

The IRS's managers would 
be given greater flexibility in 
personnel matters, tn rending 
the right to hire outsiders at 
different pay levels from the 
government-prescribed 
salaries. 

The agency's budget 
would be established on a 
longer-term bams. 

Mr Summers also said the 


administration would work 
to simplify the highly 
complex, 9,451 -page tax code, 
tho u gh he gave no details. 

He ruled out support for 
the widely-touted flat-tax, 
however. 

He said it would not only 
be unfair, it would not even 
achieve its main aim of 
simplifying the tax system. 
He also pledged to find a 
replacement soon for Ms 
Margaret Richardson, the 
current IRS commissioner, 
who has announced her 
intention to leave the agency 
by the end of next month. 

“We win charge the new 
commissioner with 

developing a strategic plan 
for change. And we will 
work to give the new 
commissioner the 
flexibilities and tools he or 
she needs to effect change," 
Mr Summers said. 



Cuba's Castro hit at US yesterday, saying he would be 
happy to die fighting his old enemy. Observer, Page 19 am 


INTER-AMERICAN DEVELOPMENT BANK MEETING 


Latin America poised ‘to double growth’ 


By Stephen Rdtor 
ki Barcelona 

Most countries in Latin 
America are poised for a 
take-off that could give the 
region gro w t h of doable the 
average annual 3 per cent of 
the early 1990s. Mr Enrique 
Iglesias, president of the 
Inter-American Development 
Bank, said yesterday. 

“If we look at the broad 
gains achieved in economic 
efficiency thanks; to' ongoing 
structural reforms, and the 
enormous effort being made 
to boost investment, It 
should be possible to double 
current GDP growth.” he 
told the opening session of 
the. bank’s annual meeting . 
This could double living 
standards within 20 years. 

‘Though some observers 
may find this too rosy a sce- 
nario, I think it is a viable 
one, if there is a policy in 
the countries to build on 
recent efforts to strengthen 
their economies," he said. 
Reforms so far augured well 


Officials from Latin 
Amerinan governments said 
yesterday they would 
continue to consider 
favourably further 
buy-backs of Brady bonds 
provided international bond 
market conditions remained 
favourable, reports Stephen 
Fidler from Barcelona. 

Mr Martin Werner, 
Mexico’s director of public 
credit, said Mexico had 
some $7bn tied np in 
collateral in Brady bonds, 
issued as part of its 
agreement re structurin g its 
1980s bank debt. Brady 
bonds were inefficient 
because they were issued 


for a rise in the ratio of 
investment to gross domes- 
tic product from the current 
average of 21 per cent to 27 
per cent, he said. 

If present trends contin- 
ued, in the year 2000 Latin 
America would have 510m 
people' and a GDP of 
$l,700bn. Imports would 


auction was under way. 

Argentina’s under- 
secretary for finance, Mr 
Miguel Kignel, said 
Argentina would also 
consider buyin g hack Brady 
bonds, a move which it had 
previously avoided because 
it was worried about 
“crowding ont” other 
government bond issues in 
the market Now, with the 
government at least a 
quarter ahead of its 
financing needs, this was 
less of a concern. 

In conversations with 
investors yesterday, the 

faanrp m l n W gr of Panama, 

Mr Guillermo Chapman, 


said Panama had also 
bought back some of its 
Brady bonds. 

By contrast, Uruguay's 
finance minister, Mr Luis 
Mosca, said his government 
was not considering such a 
buyback - even though it is 
considering a SSOOm 
international bond issne 
over the next few months. 
This money, which may 
include a 30-year 
component, would be 
directed at reducing the 
government's short-term 
debt. Reducing the Brady 
debt - with its long 
maturities - was not a 
priority. 


with the seeds of 
commercial banks rather 
than investors in mind, he 

Mill 

Mexico is currently 
conducting an exercise to 
buy back mare than $ihn of 
so-called Aztec bonds, which 
will release 5400m of US 
Treasury bonds being used 
as collateral. Mr Werner 
said the gov e r nm ent would 
continue to look fen ways to 
reduce its Brady burden. 
However, he said Mexico 
would not repeat the 
auction for Brady bonds 
which it conducted last year 
because of the market risk 
in the week or so while the 


grow to more than $400bn 
and exports to over S370bn. 

However, reducing the 
region’s vulnerability will 
require boosting its savings 
rate and increasing exports. 
He cited reforms still needed 
in tax, education, social 
security and labour. 

Mr David Upton, assistant 


secretary of the US Trea- 
sury, said in a speech that 
President Bill Clinton's 
administration remained 
committed to the goal of a 
free trade agreement for all 
the Americas, agreed by 
regional leaders in Miami in 
1994. “We are now working 
with our Congress to intro- 


duce the fast track' legisla- 
tion needed to launch trade 
negotiations in a timely 
manner," he said. 

Hemispheric free trade 
would be at the top of Presi- 
dent Bill Clinton's agenda 
when he visited Latin Amer- 
ica and the Caribbean in 
May, he said. Mr Clinton Is 


to visit Costa Rica - where 
he win meet central Ameri- 
can heads of state - Argen- 
tina, Brazil, possibly Vene- 
zuela. and Barbados, where 
he will meet Caribbean lead- 
ers. He is also expected to 
visit Mexico next month. 

Mr Lipton called on the 
IADB to increase its efforts 
to deepen integration. This 
meant not only removing 
barriers to trade in goods 
and services, but also issues 
such as a harmonisation of 
economic disclosures by gov- 
ernment and financial and 
accounting standards for pri- 
vate institutions. “The goal 
sho uld be that a bank exam- 
iner in Buenos Aires should 
be comfortable reading the 
financial statement of a 
bank in Bogota,” he said. 

• The IADB is likely to 
receive backing within 
months to help finance debt 
concessions under a new ini- 
tiative to relieve the debts of 
highly indebted poor coun- 
tries. Two candidates are 
Nicaragua and Bolivia. 


AMERICAN NEWS DIGEST 

Salvador poll 
neck and neck 

Preliminary results from Sunday's nationwide 
parliamentary and local government elections in El 
Salvador indicate that the ruling right-wing Arena party 
has lost substantia] ground to the country’s former 
leftwing rebels, the FMLN. 

Full official results are not expected until later today, 
but projections made with 60 per cent of the vote counted 
would give Arena and the FMLN around 30 seats each of 
the 84 in the Legislative Assembly. The balance of power 
would be held by a handful of minor parties to the right 
and centre. Johanna Tuckman, Guatemala City 

US budget talks deadlock 

Talks between the US administration and Congress aimed 
at producing a balanced federal budget over the next five 
years have reached a standstill. Sen Trent Lott the 
Senate majority leader, said yesterday. Mr Lott said 
Republicans would now begin work on reaching a budget 
deal with Democratic members of Congress in the hope of 
by-passing the White House. 

Talks between the White House and Republican leaders 
broke down late last week after President Bill Clinton 
rejected Mr Lott's proposal to appoint a commission to 
look at possible changes to the way in which social 
security benefits and tax brackets are adjusted each year 
for inflation. Gerard Baker, Washington 

Setback for US tobacco 

The US tobacco industry suffered a legal setback 
yesterday when the Supreme Court declined to hear a 
challenge to a new Florida law that makes it easier for 
the state to sue cigarette manufacturers for the costs it 
incurs in treating smoking-related illnesses. The law 
allows Florida to sue the industry on behalf of the entire 
class of smokers in the state. 

The state plans to lump together all costs for treating 
smoking-related illnesses and share them among tobacco 
companies according to market share. The law may prove 
hard to enforce because the industry last year won a 
court ruling requiring the state to name individuals so 
rfflims could be challenged. Rickard Tomkins, Neic York 

Finance house insolvent 

The Jamaican government yesterday took over one of the 
island's largest finance houses in an effort to head off 
fresh instability in the financial services sector. Eagle 
Financial Network, the holding company for a 
commercial hank a merchant bank, an insurer, a stock 
broker, and two of the island's leading hotels, will be 
managed on the government’s behalf by the Canadian 
Bank of Nova Scotia until it is “returned to viability", 
said Mr Omar Davies, Jamaica's finance minister. “ Eag le 
Financial Network has become insolvent and control is 
being turned over to the government for J$L" said Mr 
Paul Chen Young, in announcing his resignation as the 
company's chairman. Canute James. Kingston 

Mrs .lagan sworn in as PM 

Mrs Janet Jagan. widow of Guyana's former president 
Cheddi Jagan who died 10 days ago, was sworn in as 
prime minister and deputy president yesterday. She 
replaces Mr Sam Hinds, who was elected president to 
succeed Mr Jagan. Canute James, Kingston 





Wherever you look on the net, you’ll find HP. While many companies are buzzing with words like “intranet’’ and “electronic 
commerce” as if these technologies had just come down the runway, we-’ve been busy building one of the world’s largest intranets for 
our employees, and - with the help of our partners - provided the first secure trading for banks on the net So, here’s how to replace 
buzz on the net with doing business via your website. Get the information access you want At http://www.hp.com/go/eomputing/ 
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NEWS: UK 


Flextech deal values channels at $636m 


UK NEWS DIGEST 


By Raymond Snoddy 
in London 


A joint venture completed 
yesterday between the BBC 
and Flextech, the cable and 
satellite channel provider, 
has put a high value 
approaching £400m ($636m) 
on two satellite channels, 
UR Gold and UK Living. 

UK Gold Is a channel 
based on the programme 
libraries of the BBC and 
Thames Television, which is 


now part of Pearson, owner 
of the Financial Times. The 
UK Gold channel usually has 
an audience share of some- 
thing above 2 per cent in 
cable and satellite homes. 

UK Living, a channel 
aimed mainly at women, has 
been growing rapidly and 
gets more than a 1 per cart 
audience share in homes 
which receive multiple chan- 
nels. 

The high price paid mainly 
in Flextech shares was 


partly influenced by the fact 
that UK Gold had an exclu- 
sive programme licensing 
agreement with the BBC. 

The deal bad to be 
unpicked before the BBC 
and Flextech could go ahead 
with joint venture plans to 
launch eight channels for 
digital television largely 
using programmes from the 
BBC library and BBC pro- 
duction. 

Agreement has been 
reached with Flextech, ulti- 


mately controlled by Tele- 
Communications Inc of Den- 
ver, the largest US cable 
company, and BBC World- 
wide, the commercial arm of 
the BBC, to set up two joint 
ventures. 

The main joint venture 
will run the eight new chan- 
nels such as One-TV, a tele- 
vision version of Radio 1, 
Catch-Up TV, featuring 
recently transmitted pro- 
grammes and Learning, an 
educational channel. The 


other is designed to acquire 
and ran UK Gold. Under the 
deal, Flextech will acquire IS 
per cent of UK Gold and the 
68.75 per cent or UK Living it 
does not already own from 
Cox Communications of the 
US, Pearson and BBC World- 
wide Investments, plus loan 
stock issued by the chan- 
nels. 

To pay for the deal Flex- 
tech is issuing 34.9m new 
shares. At the time the 
heads of agreement were 


signed last July, the stock 
was worth 496p a share. By 
March 14 the Flextech stock 
had risen to 7?2p ma king the 
consideration worth £289Jfcn 
- or about £370m for the 
total equity of both chan-. 
mIs. When all the complex 
transactions are complete. 
Flextech -will have 50 per 
cent of both joint venture 
companies and 100 per cent 
of UK Living. 

Pearson Results, Page 21 
Lex, Page 29 


Lloyd’s profit 
fall predicted 


Crown Agents 
privatisation 
is threatened 


By Liam Haiti gan. 
Political Staff 


The impending privatisation 
of Crown Agents, the pro- 
curement organisation 
involved in projects worth 
some £4bn annually, was 
thrown into uncertainty yes- 
terday when the Labour 
party withdrew its support- 

The UK government was 
due this week to finalise the 
privatisation of the leading 
supplier of procurement, 

fjnnnrnaT mawag gnuwit an d 

technical services to govern- 
ments in developing coun- 
tries. Privatisation would 
transfer ownership to a new 
foundation whose members 
include British Telecommu- 
nications. Unilever and Bar- 
clays Bank. 

Parliamentary convention 
means that during an elec- 
tion. campaign, the govern- 
ment must seek opposition 
approval of decisions bind- 
ing an incoming govern- 
ment Despite supporting the 
original bill, Ms Clare Short, 
Labour's shadow aid minis- 
ter, refused to do so when 
contacted yesterday by Bar- 
oness Linda (Thalker , minis- 
ter for overseas develop- 
ment. "Baroness Chalker 
appears to have reneged on 
the promises we secured on 
the new foundation's mem- 
bership and [charitable] sta- 
tus,'’ said a Labour source. 


Crown Agents was 
founded in the 1830s to pro- 
cure supplies for British col- 
onies. It has 1,000 staff in 40 
offices worldwide and earned 
£60m in fees last year. Lead- 
ing clients Included the 
World Bank, the European 
Union, and the United 
Nations. 

Privatisation is designed 
to allow Crown Agents to 
take on private sector pro- 
jects and farm joint ventures 
while maintaining ' its reputa- 
tion for impartiality and 
integrity. 

The move is not intended 
to raise money, although it 
is possible a small amount 
will be raised from the 
repayment of El .7m owed by 
Crown Agents to the govern- 
ment 

Crown Agents has diversi- 
fied from its ori ginal t rading 
base and earns 30 per cent of 
its revenue in Europe and 
the former Soviet Union. 

Although it plays a signifi- 
cant role in Britain's over- 
seas aid programme. Crown 
Agents has operated at no 
cost to the exchequer for 
several years, with the vast 
majority of its business 
financed from other sources. 

Mr Peter Berry, managing 
director, believes privatisa- 
tion will prove to clients that 
it is independent of govern- 
ment pressure to “buy Brit- 
ish”. 



Court quashes 
conviction of 
Asil Nadir aide 


■ RECORD DRUG SEIZURES 

Fears over increase in heroin use 


By John Mason, 

Law Courts Correspondent 


K- ■ Sat; ? 




Elizabeth Forsyth leaving the Court of Appeal in London 
yesterday: "1 knew I would get justice in the end" 


Mrs Elizabeth Forsyth, aide 
to the former Polly Peck 
chairman, Mr Asil Nadir, 
yesterday had her convic- 
tion for handling £400,000 
($636,000) of stolen money 
quashed by the Court of 
Appeal. 

It ruled that the trial 
judge, Mr Justice Tucker, 
had misdirected the jury 
twice, making her convic- 
tion unsafe. 

The court rejected Mrs 
Forsyth's claim that the 
Serious Fraud Office had 
acted unfairly in bringing 
her to trial. However, it said 
the SFO's decision to prose- 
cute bad bees “strange" 
when charges against Mr 
John Turner, the former 
Polly Peck group accoun- 


tant, had been dropped after 
Mr Nadir fled to northern 
Cyprus bx 1993. 

Afterwards, Mrs Forsyth 
said; “I knew I would get 
justice in the end and X am 
grateful despite having 
spent 10 months in prison 
for a crime that I did not 
commit” 

Mrs Forsyth was sen- 
tenced to five years’ impris- 
onment after being con- 
victed in March 1996. 
Earlier this year, the Court 
of Appeal released her on 
bail, saying the sentence 
imposed on her was dispro- 
portionate. 

An SFO spokesman said; 
“The case emphasises the 
difficulty for judges in giv- 
ing directions to juries in 
fraud cases. This decision 
does not affect the case 
against Asil Nadir." 


Customs investigators yesterday announced record sei- 
zures of 79.9 tonnes of illegal dregs last year amid fears of 
a steep increase in heroin use. The volume of drugs Inter- 
cepted by Customs last year was up by about 10 per cent, 
with a total street value of more than £510 million. 

Mr Keith Hellawell, chief constable of the West York- 
shire police and chairman of a drugs committee set up by 
the Association at Chief Police Officers, warned that her- 
oin use was becoming worse than ever. Heroin was now 
the first choice drug for many young-people and in some 
areas cost the equivalent of cannabis. 


■ LONDON UNDERGROUND POWER 

Consortium poised to take over 


London Underground, which runs the state-owned under- 
ground railway in the capital, is poised to hand over . . 
responsibility for its electricity supply to a private sector - 
consortium. That would end the regime under which it . i 
has provided most of its electric power Grom two of ha 
own power stations. 

Seeboard Fowerlink. consisting of Seeboard, a regional 
electricity distributor; the BICC construction group; and . 
ABB. an electrical engineering group has been selected as 
preferred bidder for £2QD-£30Qm contract The Power link 
consortium will undertake to operate, maintain and 
upgrade electricity supplies to the underground's 400km 
of track and 270 stations, Charles Batcfubr 


Plan to trade in ‘covered warrants’ 


■ HEALTH SERVICE 

$295m overspending forecast 


The London Stock Exchange 
is drawing up plans to create 
a screen-based market in 
covered warrants, a form of 
equity derivative giving 
investors the right to boy 
shares in a company at a 
fixed price in the future, our 
Ranktng Editor writes. 

About 100 of the instru- 
ments. called “covered” 
because they are Issued by 
investment banks rather 


than the companies whose 
shares are Involved, are 
listed already. However, the 
exchange has not provided a 
direct method to trade them. 

The creation of an open 
trading method for covered 
warrants would bring Lon- 
don closer to the practice of 
other European exchanges. 

Hundreds of such war- 
rants are commonly traded 
on exchanges in Germany 


and Switzerland. The 
exchange is planning to 
issue a consultation docu- 
ment on its proposed market 
in April, and to commence 
trading in May. It is to pro- 
pose using the Seats Pins 
trading platform. 

Mr Martin Wheatley, bead 
of markets development at 
the exchange, said it had 
been approached by invest- 
ment banks that issue war- 


rants on shares and equity 
indices, which were seeking 
a more open trading method 
for warrants. 

Until now. investment 
banks that have issued cov- 
ered warrants have only 
been able to quote prices for 
them on a proprietary elec- 
tronic network such as that 
provided by Reuters, the 
financial information com- 
pany. 


The worst hit health authorities to England are set to 
overspend by £l86m (1295m) this year, latest figures from 
the executive of the state-run National Health Service 
reveal. Sixty-five of the 98 authorities in England are 
heading for a £l86m deficit when the financial year ends 
the day before polling day. 

The figures show that “whoever wim the general elec- 
tion is going to face a very tough time responding to the 
problems that the NHS faces," Ml* PixUtp Hunt director of 
the National Association of Health Authorities and 
Trusts, said. Nicholas Timmins 

Election campaign. Page 10 


Clare BeUwood 0171 873 3234 


BUSINESSES FOR SALE 

Fax 0171 873 3064 


Melanie Miles 0171 873 4874 


Virtuality Group pic 
& Subsidiaries 

( fn Administration) 


JACQUES MARJSA LIMITED 

(N ADMWSTRAT1VE RECOVERS**) 


The Joint Administrators offer for sale the 
business and assets of the Headsets 
Division of Virtuality Group pic and its 
subsidiaries. 


The opportunity arises to purchase the 
business and assets of the above efistributor 
of bathroom equipment and accessories to 
DIY stores and mail order companies. 


ADVANCED VIDEO 
COMMUNICATIONS PRODUCTS 


The principal features are: 

• Turnover approximately £3 mfflion 

• Blue chip customer base 


■ Business at the forefro n t erf VR technology, 
applied to the design and manufacture 
of VR headsets and software. 

■ Low cost headsets for consumer 
applications launched in Japan and dose 
to launch in USA. Significant potential 
worldwide. 

■ High specification headset with steady 
sales for professional applications. 

■ Profitable business custom-designing 
commercial VR software. 

■ Locations in UK (Leicester), California 
and Japan. 60 employees. 

■ Significant investment required to achieve 
the substantial royalty income and sales 
growth projected for the business. 

All interested parties should contact 

Mark Lee or Richard Scarrott at 

Arthur Andersen, 1 Victoria Square, 

Birmingham B1 1BD. 

Tel: 0121 233 2101. Fax; 0121 627 0072 


16,000 square feet Freehold office and 
warehouse premises near Daventry 


■ Wortd teoefing develops/ of equipment for 
advanced video transmission systems solutions: 

■ international customer base In the rapidly 
expanding smvefikSTc©. telecoms, 
transportation and caPte TV sectoral 

■ Leading edge R&£> expertise from broadband 
anctague to Ngh speed efigttat 

■ Rapid growth insoles from £6 mBBon to £10 
mfflon plus with forecast profits of £1 mBBon 


Finished goods stock 

htwuse finistihg and packaghg fecBy 

36 employees 


Serkxs written expressions of interest to Jeremy 
Fumtes by 28 March 1997 by fax on (0171) 383 3389 
or wrtte to the address below; 


Interested parties sbnJd contact BLD. Gerdce 
on (0171) 939 4504. 


Livingstone Guarantee Ptc 
Acre House, 11-15 WHam Rood, 
London NW1 3ER 



LIVINGSTONE GUARANTEE?! 


FriceJfkterhou&e 


CRAWFORD BROS (N/C) LIMITED 

(In Receivership) 

Print Finishers 
Newcastle Upon Tyne 


The Joint Administrative Receivers offer for sale the assets and 
business of Crawford Bros (N/O Limited. 

■ Freehold factory 3 1 000 square feel 

■ Modern Equipment 

■ £3m turnover (approx) 

■ Blue chip customer base 

■ Substantial order book 

■ 60 staff 

■ Long-established - 75 years 

For further de rails p lea se contact the Joint Administrative Receivers, 
Jan W Kings and Simon J Lundy. Jennings Johnson. 19 Borough 
Road, Sunderland SRI V LA- 


TH; (0191) 565 0565 Fax: (0191) 567 1661 
E-mail - jennings-jobnsoo@onyxnetxxj.uk 


JENNINGS JOHNSON 


CHARTERED ACCOUNTANTS 

Jennings Johnson is authorised by the htsriuite of Chartered Accotattuus 
io England and Wales to cany co favestmew business, 


This advertisement has been approved by Price Waterhouse 
solely lor the purposes of Section 57 ot Dm financial Services 
Act 1986. Price Waterhouse is a Arm authorised by the institute 
of Chartered Accountants n England and Wales to carry on 
investment business. 


Arthur 
Andersen 


CHAIN OF U BETTING SHOPS 


For Sale 


Turnover approx. £4m 
ah & East Midlands bas 


For more details, write to: 


Unusual Circumstances 
Force Sale 
of Food Company 

with niche market, and vat* sales 
potetuiai wiih drrasity rf outlets. 
Proven Back record- Profitable with 
tremendous scope for expansion. 
Production facility in place, base tor 

office and (fiaribmioo negotiable. 


Rafobow & Co Auctioneers & Valuers 

By Order afThc Joins Admbdstfatorx 
Alan Simon AFA MIPA MSP! - Metvjn Langley FCCA FSP1 
RaMxm&Go. 

Offer For Sale 

As a Whole or in Individual Part* 

The Company “Jewell of Watford Ltd.” 

To include: 

1) Second Hand Car Sates Deportment with Customer Base. 

2j Daily Car Rente! Business. 

3) Service D epai t w etttwiih Co^Kmer Base & Experienced Staff. 

4) Body Repair A Faim Shop with Customer Based: Experienced Staff 
5 1 Retail Pans Sales 


A fast expanding Mechanical & Electrical Contractor & 
Consultant specialising in niche markets in the public and private 
construction industry, is available for sale. - 

Situated on the South, coast of England with urea offices in the 
Midlands and Home Counties, rapid growth in turnover and 
margins has been achieved resulting in high profits. 

If you are interested in further information please contact: 

Mt Corporate Services limited 
14/16 Nelson Street 
Douglas, Isle of Man 
Tel: 01624 623422 
Fax: 01624 677049 


Bob B5114. Fhlnrial Time*, 
One Soatfa w tei Bridge, London SEl 
MIL 


Wine o; Bn B5124, FhanaalTbnt*, 
One So u t h mm t Bridge, London SEl ML 


Far Anther details A safes pack contact: G. Rabbow, Rabbow & Co. 
115 Lower Clapton Road. London E5 ONP 
Tel: (0181) 985 1579 Fax: (0181) 985 7633 


ArtfanrAodetsen Is authorised by the Institute of Chartered Accou nt a nta 
In England and Wale* to carry on investment business. 


FOR SALE 

Rare opportunity to purchase 



Channel Islands 

Major Sports & Leisure Club 


FOR SALE 


Profitable BuHdJnc Company 
- Inner London - 


Substantial Membership and 
tremendous growth potential. 

Appip Bos B5U& FhancUHns, 
fee Soo&wvt Bridge, Leadso SEl 9BL 


* £ I -2m turnover 

* Geod Profit* ierd 

* Mnaly qnrity rcrideffld KftofctaaBil 
» Loyal ctfaatme 

* Sc^tffaii ti ae nl i te dgiriflpniBM! 



TOUCHSCREEN 


;l *V 1 =i :¥1 kTi : u 


launcdn Mofthnedta tectnotogy 
applied » ady cni ain e sgvtce 
raced at lourisu a Louden. 
T/T) fXbflfc - near bnuk-eren. 

Fax: 0171 792 0970 


NORTH EAST VEHICLE 
MANUFACTURER 

wishing to develop 
commercial parrs operation 
through purchase of business 

or franchise opportunities. 


Printers For Sale 

{’rimers in Sooth East London for sale. 2 and 4 colour presses 
up to B2 size. In bouse repro with pre-press plus finishing. 
Modem factory, drilled workforce. Blue Chip customer base. 
Turnover in excess of £1 million. Vary profitable. 

Write to: Bex BSI23, FlmcU Timm, 

One Smthwnrk Bridge, London SEl 9HL 


VMm uk B«* B3U7, Randal Tima. 
OwSaadrinafc Bridge. London SEl SHL 



FOR SALE 


For Sale or Merger 


DISCOUNTING OF 
TRADE DEBT 


CLEANING COMPANY 

operating within MSS orea. 

fttebe morfeet - only 
bhie chip clients. 
BaaeT/O approx. 2m pa. 
runt linTnlr 

a* B5130, FmneU Ihm. 
OneSotainrark Bridgh Loud" Sfcl *HL 




FOR SALE 

1200 sq. nu, Est. 4 Yrs. 

Trade Specific within a 
£12 Billion pa industry. 
Avmgc p rofits pafl fate yc«n £10QL 
Rrpir u Bex B5U7, Ftandal Two, 
Oa-Somnwurfc Brtrfy, UnriaoSEI STH. 


OouaaCbriaDcny 

|9UJ|*HJj-nH TfehOI7I«584t( 

fftlilllilWB-l Pie 0171916 0771 

Button Bmtnge Dnimn 

BrnwokwHaac* 

wsirbsbUokjoi 

LonknWClViSG 


Suaassiulwdadwnety prefitahta 
Spring and Presswark Manufacturers 
based tn the Midlands. 
Turnover £1 million. 


Pluse reply lo Baflart Syne. 
Dtartami Accountants 
Tab D1905 794SM 


lntenKT Service. Company 
with major corporate accreditation 
and smug regional customer 
base in (he Squib Ext- 




Wholesale & Retail 


Write trc Box B3I7S. FtWHtat Toes, 

OorSouhwk Bridge, iMta SEl ML 


2 wall known, long ogtabCshed 
businesses for sale. 

Central London locations - 

EL5m combined TAD. 


property iMVEsmrarT company 

FOR BALE wrap**- to afe. 

Prime sta and bcafana. AH enttfrtes. “J 


For Sale 

Wainfleet, [incolndiire 
Patrol filling nation, motor repair 
worieshep with 3 bedroom bengalow. 
MOT Station and 24 hour breakdown. 
Owner retiring. Price £135.0001 
Futi detaila contact WHbans. 

tefc 01 754 763090 


TIRED OF TOE RAT RACE? 

South Gmk Yacht Brokerage and 
Moorings Company for Ale. Long 
established family business. 

All assistance, training and back 
up available if re^nred 
from icriijjjy owners. 
Frincipri* phase wile let 
Box BStS.FleaawU Team. 

One Sovtbwatfe Bridge, IxadmSBl fflL 



Consktaratta rape tot major 
development ol the business 
by e. hands-on entrepreneur. 
Only enquiries from Principals 
or their retained representatives 

ws be replied to. 


PRODUCT DESIGN 
CONSULTANCY 

For Sate 
O turnover £9CKWXX> 
a profit before tux £150,000 
D international efiertt base 

□ long-term rolling contracts 

□ London based 

Foreign Group 


FWWtlng f&dlhtes for the 
discounting ot negotiable 
trade debt,- most 
countries considered with 
a preference for Africa, 
Americas, Asia Pacific 
and the Middle East , 
fuH country menu available. 


JPR Rnanciri Accountants 
Eat 1983 

Tel: 0127 554 9030 , 

Fax:frl2l 5237199 ' 
Authorised Forfa ttfa gAgeat 


Box 85103, Rronew Timae, 
One SouUtmric Bridge, 
London SEl 9HL 


Enquiries to: 
FO Bex 2*44, 
London W149BZ 


I YonrOflc* h IWYirit n-IariM 
JremSladay. TWFMtaa A store. 
ThL2R 912 9617 211971* 

Bed: 



Profits on business written this year at the Uoyd's of 
London insurance raaricet are predicted to foil by over a 
third from 1996 levok. acewdtoff to the resuHa of a survey 
ctf TO underwriters. 

The forecast comes mtfdseveye price competition 
which has severely eroded, amridas in several key areas ttf 
the market. Rates for catastrophe reinsurance have feltai 
by between 10 pea: cent arid 30 percent this year, said Syn- 
dicate Underwriting Research Limited owned by Lloyd's 
members' agency Anton Jardine. 

Its forecast of a £4Q0m <S636m) return on capacity - the 
amount Lloyd's can write in terms of premium toeome - 
for the 1997 year oT account c on tr asts wi t h a projected - 
profit of £61 (to for the 1996 year and actual profits of 
£l.ibn far 1993. Lloyd's traditionally announces its results 
three years in arrears. Christopher Attorns 
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Kim’s son 


NEWS: ASIA-PACIFIC 



to Koreans 



" By John Burton in Seoul 

The son of Mr Kim 
Young-sam, the Sooth Kor- 
ean president, yesterday 
apologised to the nation as 
he confronted new allega- 
tions of influence-peddling 
/and- meddling in state 

af(sfim~ 

The 1 allegations that Mr 
. ^-.^Ol Hyun-chul played a key 
ie ; in administration 
itments and policy has 
undermined his. 
father^ presidency, which 
‘'has ‘already been severely 
• weakened this year by the 
Hanbo loan scandal and a 
< dispute over a controv e rsial 
- labour law. 

Prosecutors earlier cleared 
the younger Mr Kim of any 
suspected involvement in 
the Hanbo loan scandal, but 
opinion polls revealed that a 
majority of the public 
believes he helped press 
banks to lend nearly $6bn to 
the Hanbo steel group that 
went bankrupt in January. 

Ten senior government 
officials and businessmen 
yesterday went on trial in 
the bribes-Jor -loans scandal 
involving Hanbo. 

. "Lowering my head, 1 
deeply apologise to the 
people and solicit your for- 
giveusBs. 1 also apologise to 
my father for my failure to 
fulfil my filial duty, as a 
son," said the president's 
second son in a statement 
that reflected the nation’s 
Confiidan values. 

./ The younger Mr Kim, who 
is aged 38, has been dubbed 
'ttfae crown prince" because 
hit hfe alleged political influ- 
ence as his father's closest 
adviser. 

:He said he “wept pro-, 
finely" when he saw his 
father express shame that 
his son's name had been 
linked to Hanbo when the 
president made a televised 
apology last month for the 
scandal. 

The opposition parties, 
which called the son’s apol- 
ogy “insincere", said they 



Kim Hyun-chul: dabbed 
ihe crown prince' 

would proceed with plans to 
call Mr Kiwi Hyun-chul 
before a live televised parlia- 
mentary hearing on the 
Hanbo case. 

Mr Kim Hyun-chul said he 
was willing to testify before 
parliament and would agree 
to a new prosecution probe 
into bis role in the Hanbo 
affair, “l will willingly 
accept any punishment if I 
was in the wrong," he said. 

The prosecution is also 
preparing to investigate alle- 
gations that the president’s 
son illegally intervened in 
state affairs. This followed 
the release last week of a 
videotape that showed him 
apparently trying to arrange 
a key media appointment. 

The opposition claims that 
Mr Kim received classified 
reports from the intelligence 
service, selected cabinet 
ministers and defence offi- 
cials. and tried to increase 
government influence over 
the media. Questions have 
also been raised about the 
financial sources for a politi- 
cal organisation operated by 
the president's son. who bad 
no nmiiw of support as be 
studied for a doctorate in 
business administration at a 
university in Seoul. 


Economic boost 
plan expected 


fly John Burton - 

South Korea is expected to 
announce on Friday new 
measures to boost its trou- 
bled economy, with an 
emphasis on narrowing a 
record current account defi- 
cit and reducing Inflation. 

• ■ ■Mr Kang Kyung-shik. who 
was appointed earlier this 
month as finance minister, 
is scheduled to hold a news 
conference with other eco- 
nomic ministers on a revital- 
isation plan for the econ- 
omy, which is suffering from 
high interest rates that 
.threaten to daw growth and 
a. rapidly weakening cur- 
rency that is boosting infla- 
tiozi through higher import 
prices. 

The Seoul general share 
index rose by 2.65 per cent to 
close at 658.9 points on the 
expectation that Mr Kang 
'Will announce an Immediate 
rise in the foreign sharebold- 
' ing ceiling in a listed com- 


pany to 23 per cent from the 
current 20 per cent This will 
increase liquidity and possi- 
bly improve the performance 
of what has been one of 
Asia's worst markets over 
the past year. 

Seoul had already prom- 
ised to raise the waling by 
this amount in 1997 as part 
of its entry into the Organi- 
sation for Economic 
Co-operation and Develop- 
ment 

Analysts are also hoping 
for measures that will fimnel 
money from the huge under- 
ground economy into the 
organised financial system. 
Mr Kang has already floated 
proposals suggesting that 
bearer government bonds be 
issued to encourage those 
holding secret funds to 
transfer to officially- 
sanctioned investments. 

proposals to reduce some 
of the 11,000 administrative 
regulations are also expected 
to be announced. 


Red Lantern dimmed by 
harsh light of market forces 


W hen Chinese digni- 
taries visited their 
counterparts in 
the communist bloc in the 
2960s and 1570s. the gift they 
tended to take was a Red 
Lantern radio. 

Red Lantern, which made 
radios and record players at 
its plant in Shanghai, was 
then the showcase of China’s 
high technology electronics 
industry and high on the 
government's list of the top 
100 enterprises in China. 

Today, the production 
lines, warehouses, office 
blocks, cairtiwK and dormi- 
tories are all but em pty. The 
Shanghai headquarters, 
which once employed mare 
than 3,000 people, is a des- 
erted maze patrolled by a 
few dozen workers on secu- 
rity detail 

Red Lantern en»rnp1Htf>g 
the thorniest problem faring 
China's economic r e fo rme r s : 
the all-but-bankrupt state- 
owned enterprise which 
threatens the efficiency of 
the national economy but 
which, also provides welfare 
for redundant workers. 

China's new leadership 
will have to reform state- 
owned enterprises (SOEs) to 
live up to the legacy of the 
late Deng Xiaoping, who 
exposed the state sector to. 
the market economy. Hie 
plight of Red Lantern shows 
how much unfinished busi- 
ness Deng left behind. 

The opening at Shanghai 
to international competition 
in 1990 dealt a swift Mow to 
Red Lantern. Sales £eH from 
approximately Ynl20m 
($14-5m) to Yn30m ($8.6m) 
within three years and it 
lurched from prof i t to loss. 

“Sales were excellent dur- 
ing the planned economy 
period, but after 1990 we 
turned to the market econ- 
omy and enterprises like 
cure went into decline. With 
old management systems 
and too many workers, we 
were just too slow. We could 
not cope with the challenge 
from foreign companies,” 
says one of thp remaining 
manag wa 

However, the company has 
not been allowed to go bank- 
rupt. Red Lantern remains 
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in business and, in theory, at 
least, has L000 workers. Of 
those, 600 are redundant but 
paid a subsistence wage by 
the company 1 and a further 
400 “are assisting in the re- 
employment programme" 
and similarly r emuner ated 

The “active workers” num- 
ber 10 people responsible for 
sales, 10 for product develop- 
ment and io for quality non- 
troL Another few dozen are 
in management or security. 

Failed SOEs in Shanghai 
are shouldering the costs of 
hundreds of thousands of 
unemployed workers while, 
across China, the World 
Bank estimates state enter- 
prises employ more than 
15m redundant workers. 

The World Bank acknowl- 
edges that, given the “cen- 
tral position of state enter- 
prises in the Chinese 
economy, their importance 
as employers of urban work- 
ers and their role in provid- 
ing social security, health 
and education services", 
allowing SOEs to fail could 


bring hefty social costs. 

Nevertheless, reform . of 
companies such as Red Lan- 
tern is China ’s "highest pri- 
ority", the World Bank 
argued in a report last year. 
Inefficient, loss-making 
SOEs are “a drag on growth 
and employment creation. 
The ffnanriai support these 

enterprises receive through 
the fiscal and banking 
systems has periodically 
threatened macroeconomic 
stability* 

Shanghai is in the van- 
guard of local governments 
struggling with the dilemma 
- to endorse bankruptcy and 
take on responsibility for the 
redundant workers or allow 
the state companies to limp 
on and risk long-term dam- 
age to the economy. The city 
has pledged to accelerate the 
reform of SOEs. forcing 
some companies into bank- 
ruptcies and dealing with 
other failures through 
merger and acquisition. 

There have already been 
some bankruptcies in Shang- 


hai, where the government 
subsidies are low and credit 
controls are tight. But the 
scale has been tiny. There 
were fewer than 50 SOE 
bankruptcies last year, out 
of more than 2,000 state- 
owned enterprises. 

China’s economic reform- 
ers are pressing for the pro 
cess to be accelerated. Mr 
Zhu Rongji, architect of Chi' 
na’s transition to a market 
economy, sees the bank- 
ruptcy or restructuring of 
defunct SOEs as a painful 
prerequisite to successful 
economic transformation. 

At Red Lantern, the man- 
agement feels “we have been 
through our very lowest 
point and now we can start 
to build up the business 
again". It says Red Lantern 
has contracted out its manu- 
facturing operations to rural 
assembly factories and is 
using the shanghai head- 
quarters as a marketing and 
quality control centre. It 
accepts it cannot compete 
with the innovative designs 
of foreign manufacturers 
and is targeting China’s 
poorer, rural market with 
cheap stereo equipment 

Midway through a three- 
year stabilisation pro- 
gramme, it riaimo Rg qaioc 
figures have already shown 
a marked improvement 

External financial assis- 
tance, which included a 
Ynlm loan from Red Lan- 
tern’s mother company. 
shanghai Inst rumentation 
and Electronics Holding, and 
Yn6m loans from state- 
owned hnnfrg. helped in the 
recovery. 

The Shang hai municipal 
government has chosen 42 
enterprises to test "compre- 
hensive enterprise reform' 
which, if successful will be 
applied to other loss-making 
SOEs as an alternative to 
bankruptcy or merger. 

“We are a microcosm of 
the SOEs across the country. 
If tins stage of development 
succeeds then we will 
become a model for others, 
says Red lantern’s manage- 
ment. “Then we will start 
thp propaganda." 

James Harding 


China denies exploring for 
oil in Vietnamese waters 


By Tony Walker in Beijing 
and Jeremy Grant in Hanoi 

China yesterday firmly 
deni ed Vietnam’s niating that 
one of its oil exploration ves- 
sels was operating in Viet- 
namese waters, in a fester- 
ing dispute over potentially 
oil-rich waters of the South 
China Sea. 

A Chinese foreign ministry 
spokesman said exploration 
was being conducted “within 
the continental shelf and 
exclusive economic zone of 
China". He described the 
operation as "beyond 
reproach”. Industry analysts 
say that China’s swift reac- 
tion to Hanoi may indicate 
confidence that it has evi- 
dence of sizeable energy 
resources in the region. 

Hanoi protested to Beijing 
last week, saying Chinese oil 
explorers had violated Viet- 
nam’s sovereignty by dril- 
ling near its central coast 


“Vietnam demands the 
Chinese side stop the opera- 
tion of the F HT1 Tan 111 oil 
rig and withdraw it from the 
exclusive zone and the conti- 
nental shelf of Vietnam," 
reported the official Vietnam 
News Agency. 

The Chinese vessel 
appears to be operating in 
waters north-west of the 
Spratly islands. Vietnam and 
China are 'among a number 
of claimants to the islands 
and surrounding waters. 

An official at Vietnam’s 
state oil agency PetroViet- 
nam told Reuters news 
agency yesterday the area 
currently the focus of dis- 
pute, known as Block 113, 
had been surveyed by Viet- 
nam and was thought to con- 
tain oil and associated gas. 

The block, moreover, is 
not far from the Yacheng 
gas field, a large gas develop- 
ment in Chinese territory 
from which gas has been 


piped to Hong; Kong since 
last year. 

Some analysts say Beijing 
believes block 113 contains 
additional reserves of gas 
and could complement the 
Yacheng field. They say the 
Yacheng pipeline h«n spare 
capacity and could accom- 
modate more gas. 

“What’s interesting is that 
the Chinese, having started 
a gas system, now appear 
determined to extend it,” 
said Mr Al Troner, managing 
director of Kuala Lumpur- 
based Asia-Pacific Energy 
Consulting. “They may 
think that the whole area Is 
gas prone. It’s not an 
unlikely assumption.” 

Relations between Hanoi 
and Beijing have improved 
recently, but territorial dis- 
putes over the South China 
Sea and Gulf of Tonkin 
threaten to disrupt ties. 

The two countries fought a 
■brief border war in 1979 and 


in 1988 the Chinese sank 
three Vietnamese naval ves- 
sels in clashes over disputed 
South China Sea waters. 

Both sides are seeking to 
exploit prospective oil-rich 
areas at the South China Sea 
and both have sought to 
involve foreign companies in 
exploration work in disputed 
waters. 

In 1992, China signed a 
contract with Crestone 
Energy of the US to explore 
for oil near Vietnam. Last 
year, the Vietnamese 
reached agreement with 
Conoco of the US to explore 
near the Spratly islands. 

China’s neighbours period- 
ically express alarm at Bei- 
jing’s territorial ambitions in 
the South China Sea. Bei- 
jing’s need for oil and its rel- 
ative lack erf exploration suc- 
cess in the Yellow Sea, East 
China Sea and Pearl River 
delta appear to be driving its 
search further afield. 


Powell reiterates US commitment to T aiwan 


By Laura Tyaon In Taipei 

Mr Colin Powell, retired US 
military chief, yesterday under- 
scored Washington’s commitment 
to prov id e Taiwan with defensive 
weapons as the Island announced 
plans to buy US-made Stinger anti- 
aircraft missfles after the collapse 
of * similar deal with Franca. 

Mr Chttmg Chung-hagi defence 

minister, yesterday told the Legis* 
lattve Yuan, or national legisla- 
ture, that a plan to buy shoulder- 
fired Mistral missiles from France 


had stalled but stopped short of 
blaming rival China for sabotag- 
ing the deal 

“Because the Mistral budget has 
been listed for two years, and 
because France was unable to con- 
firm a thwa to sign the deal with 
ttc- , . we decided to buy US Sting- 
ers first,” he Said- 

Stinger missiles aided Mujahi- 
deen fighters In ejecting the Soviet 
army from Afghanistan in the 
1980s. 

Mr Powell said in Taipei that U 
was in Urn US’s interest to help 


Taiwan maintain adequate 
defences. “I think what we do nec- 
essarily is to make sure that 
Taiwan has pro pe r self-defence,” 
said Mr Powell, who served under 
President George Bush. 

Under intense pressure from Bei- 
jing, which regards Taiwan as a 
rebel province, Paris agreed in 
1994 to bait all new arms sales to 
Taiwan. But it intends to complete 
transfer of 60 Mirage 2000-6 
fighter Jets purchased in 1992. 

Mr Chian g declined to say if 
Taiwan’s military would continue 


to seek Mistral sales from France 
and how much Taiwan had offered 
for the weapons. Media reports 
said the 2,000 Mistrals were worth 
TtlQbn (US$364m). 

The US is Taiwan’s biggest arms 
supplier despite Washington’s 
1979 diplomatic recognition of Bei- 
jing as the sole government of 
China. 

The US is under pressure from 
China to stop arming the National- 
ist-ruled island. 

Taiwan will goon take delivery 
of 156 US-made F-16 fighters and 1 b 


installing US-made Patriot anti- 
missile systems made famous dur- 
ing tiie 1991 Gulf war overseen by 
Mr PowelL 

The 59-year-old former general 
described Taiwan-US ties as 
“excellent," citing Washington’s 
dispatch of two aircraft carrier 
groups to the region in March last 
year as a counterweight to intimi- 
dating war games and missfle tests 
being mounted at the time by Bei- 
jing; 

He said that the US move was 
stabilising, not provocative. 


Military challenges PNG premier 


.ty NfttdTaft. !r Sydney 

Papua New Guinea’s army 
and polio© chiefs yesterday 
add they had lost confidence 
id Sr Julius Chan, the prime 
mhdstar,' and gave him 48 
hours to resign. 

Sir . Julias, Who has been 
under criticism for 

his decision to employ for- 
eign mercenaries to train 
PNG defence forces waging a 
war against secessionists an 
the mineral-rich Island of 
Bougainville, he' did not 
intend to step down. He said 
h» would instead dismiss the 
bead of tbs defence forces. 


The government has said 
that the mercenaries would 
not be used in direct combat 
but suspicions have lingered 
that they could ultimately 
have a hands-on role. 

Yesterday’s showdown 
unfolded In Port Moresby, 
PNG’s capital, when Briga- 
dier General Jerry Singirok, 
head of the PNG army, said 
that forces under his com- 
mand were refusing to 
co-operate with about 40 
employees of Sandline Inter- 
national. who have been 
training PNG soldiers In 
Wewak. Sandline Is said to 
be receiving around A335m 


(US$27m) for its services. 

He added in a local radio 
broadcast that Sandline 
employees had been 
detained and would be asked 
to leave the counfay. 

“I couldn't stand the gov- 
ernment spending Kina 30m 
[$22m] in three months on 
SflTufflna inter n a tio nal when 
my men can hardly get 
enough food, supplies or uni- 
forms," he said. 

Hin remarks followed a 
visit earlier In the day with 
Mr Bob Nenta, PNG’s police 
commissioner, to Sir Wiwa 
Korowi, PNG’s governor- 
general. However, under the 


tw-niK of the PNG constitu- 
tion, the governor-general 
has limited powers, and can- 
not, for example, sack an 
incumbent prime minister. 

Gen Singirok denied his 
actions amounted to a coup, 
"people are saying there is a 
coup- - • thee Is no coup ” 
After holding an emer- 
gency cabinet meeting. Sir 
Julius also .played down the 
coup suggestions, saying 
that the “situation is under 
control". ‘There is no need 
for any anxiety or any fear," 
he last night 
The political confusion 
prompted a sharp drop In 


the share prices of a number 
of resource-based companies 
with big PNG interests. Oil 
Search dropped 24 cents to 
AS2.60, and Orogen Minerals 
foil 24 cents to ASK20; 

The Australian govern- 
ment, which administered 
PNG before its independence 
In 1975 and which has 
already expressed grave mis- 
givings over Sir Julius’ hir- 
ing of the mercenaries, also 
said it was following the sit- 
uation “very closely and 
with great concern". 

The Bougainville crisis 
has been a problem for PNG 
governments since conflict 



broke out in 1988 when land- 
owners joined forces with 
secessionist rebels and 
forced the closure of the 
large Panguna copper mine. 
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If s no wonder top businessmen prefer to fly 
with Japan Airlines. On board our new 
Executive Class Seasons, our Skyiuxe seat 
makes comfort foe No.1 priority. 

It has a multi-positional headrest for fuR 
support A lumbar and leg support for 
posture. And to rest your eye, British 
designer Terence Conran has created a 
soothing interior that changes with foe 
seasons. 

Even Seasons’ changing menu appreciates 
European end Japanese testes. 

From 1st April to 30th June, 50% bonus miles 
for frequent flyers between Europe and 
Japan to celebrate our JMB unification. 

For more details contact your travel agent 
or call JAL to enjoy comfort all foe way. 


Japan Airlines 
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UK NEWS: GENERAL ELECTION 


Major opens final stage of struggle to survive 

As election date is announced, John Kampfner describes the battles facing the main parties 


T his wiD be the general 
election of superla- 
tives. The campaign 
will be the longest, the mast 
expensive, the most high- 
tech and possibly the dirtiest 
of them alL 

The task facing both- can- 
didates for Downing Street is 
unprecedented. To gain an 
overall majority after is 
years of opposition, the 
Labour party will have to 
secure the biggest swing 
since the second world war. 
To remain in power after six 
fraught years, Mr John 
Major, the Conservative 
prime minister, will have to 
overturn an opinion poll def- 
icit that has never been as 
consistent or as wide. 

Mr Tony Blair, the Labour 
leader, will be asking voters 
to opt for an unknown quan- 
tity and to abandon the Con- 
servative party they sup- 
ported in 1992 when they 
had considerably less dispos- 
able income. 

They will be asked to back 
an alternative portraying 
Itself as both safe and radi- 
cal. For all its talk of a dislo- 
cated society and ruined 
economy. Labour has 
hijacked many Tory articles 
of faith that it has derided 
for so Jong. 

The Conservatives' diffi- 
culty Is even more acute. 
They are asking voters to 
restore to power a party at 
war with itself over Europe, 
and some of whose promi- 
nent members have been 
embroiled in “sleaze” scan- 
dals. They have spent the 
past year trying to work out 
- with, so far. no apparent 
success - how to attack 
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The FT Election Share Price Index is an attempt to capture movements in stock market sentiment during the election 
namp ai g n- it consists of two sub-indices: one of ten shares that might be expected to gain from a Labour defeat/ 
Conservative victory; the other of ten shares that might benefit from a Labour win/Conservative defeat Hie index wQ] be 
published at intervals once the formal campaign Is under way next month. The selection of stocks reflects the consensus 
of City of London opinion. Experience from the 1992 election suggests that the index provides an intriguing snapshot of 
sentiment but should not be taken too seriously. Its movements should be seen in relation to the overall mar ket fra ud. 

The chart shows how the sub-indices have moved since the beginning of the year. During this period, the FTSE 100 
index has risen 6.2 per cent The indices are unweighted, so a l pa- cent rise in any constituent is reflected in a 0.1 per 
cent rise in the sub-index of which it is a part Share prices at the dose of business on Friday March 14 are set equal to 
100. Stock selection is the responsibility of the FT. 


Labour. Hie line they settled 
on is a hybrid - New 
Labour, New Danger. This 
seeks to demonstrate that, 
while it has shed much of 
the old baggage. Labour is at 
least as dangerous as before, 
especially with Its plans for 
constitutional change. 

So far, in spite of a poster 
campaign paid for by dona- 
tions the Tories refuse to dis- 
close. the message appears 
not to be getting across. 

Tory strategists doggedly 
insist that the 15 per cent to 


25 per cent deficit is not as 
large as claimed. 

“The polls have been slop- 
pi ly conducted,” said a 
senior official. “They reflect 
nebulous calls for change, 
but without asking ‘a change 
to what?* That’s what we’re 
going to be doing during the 
campaign, confronting 
people with the conse- 
quences of such a change.” 

Mr Major will project him- 
self as the leader who - for 
all the mistakes and prob- 
lems of the past six years - 


is best equipped to steer the 
country into the 2lst 
century. 

The official Tory slogan, 
unveiled last Saturday by Mr 
Major, is “you can only be 
sure with the Conserva- 
tives”. To some, that seems 
cumbersome; to others, des- 
perate. 

Mr Blair has yet to pro- 
duce his one-line riposte. 
Labour's clarion calls so far 
have been “enough is 
enough” and “time for a 
change”. Ever since Mr Blair 


became party leader in 1994. 
he and his hardened advisers 
have sought to close off the 
fl anks to attack by re- 
engineering policy to appeal 
to the apolitical “average” 
voter. 

Mr Blair will be tempted 
during the protracted cam- 
paign to play it steady. His 
aim win be to avoid the mis- 
takes of his predecessor, Mr 
Neil Kinnock, who Is now 
the European Union trans- 
port commissioner. 

During the run-up to the 


1992 election. Labour went In 
to that battle a few points 
ahead, but gave the impres- 
sion at its final rally that it 
was certain to win. 

Mr Blair has consistently 
warned colleagues against 
complacency, against talk of 
landslides. Such talk may 
alienate floating voters who 
need to be cajoled gently 
Into the polling booth with 
reassurance that a Labour 
government will show no 
signs of bombast or arro- 
gance. 

At the same time, he is 
worried by apathy, by a per- 
ception that “they are all as 
bad as each other”. To vote 
for Mr Blair requires an ele- 
ment of idealism, to believe 
in the ability of politicians to 
engender real change. 

Mr Major, to burst the 
Blair bubble, is the one who 
will have to spring the sur- 
prises. Ironically, for a 
leader of a party in such dis- 
array, whose typical rank 
and file member is near 
retirement age, the prime 
mmiatw has little to lose. He 
wm Mame defeat on his frac- 
tious party. Mr w»ir has all 
the pressure of a leader who 
has dragged his party kick- 
ing and screaming into file 
centre ground and for whom 
defeat would spell ignominy. 

Conservative strategists 
believe they can “expose” Mr 
Blair as shallow and 
“smarmy”, ready to promise 
any thing to anyone, just to 
get into power. They will 
contrast his bourgeois pri- 
vate-school background with 
Mir Major’s humbler origins 
- “honest John versus pho- 
ney Tony”. 


A senior aide to Mr Blah- 
dismissed the Tory strategy 
as counter-productive. 
“There’s absolutely no evi- 
dence that a long campaig n 
will suit the Conservatives. 
It gives us more time to say 
what we will do. In any case, 
all polling data show Tony is 
ahead of Major in all catego- 
ries - sexes, classes, poli- 
cies.” 

Mr Major famously said 
that he would go at a time of 
his own choosing. He con- 
founded the odds by stand- 
ing down as Conservative 
party leader in 1995 and 
fig h tin g off a challenge from 
Mr John Redwood, who 
resigned as a minister in Mr 
Major's government to chal- 
lenge him for the party lead- 
ership. 

Labour now hopes that by 
staying for almost the full 
length of his term. Mr Major 
has forsaken the one weapon 
left in bis armoury - sur- 
prise. 

There is a clear precedent. 
Late in 1978, Mr James Cal- 
laghan, the Labour prime 
minister, delayed calling an 
election and had to endure a 
“winter of discontent" 
involving disruption by 
trade unions on a scale not 
since experienced in Britain. 
He called the election in 1979 
and was crushed by the Con- 
servatives led by Mrs Mar- 
garet Thatcher.. 

Labour strategists believe 
the latest “mad cow” scan- 
dals will he Mr Major’s 
equivalent of the “winter of 
discontent”. 

“He will live to regret not 
having gone to the polls ear- 
lier.” said a Labour official- 


Labour rejects business fears on trade union powers 


By Robert Taylor, 

Employment Editor 

Labour leader Mr Tony Blair has 
refused to drop his party’s plan to 
give trade unions new legal pow- 
ers of recognition in the work- 
place despite pressure from busi- 
ness leaders who fear it would 
mean a return to the de s tr u c tiv e 
industrial relations of the 1970s. 

Mr Blair has told employers he 
will not retrea t from his commit- 


ment. “We are not going to 
change this policy. There will be 
no back-tracking,” said one 
senior party official yesterday. 

Under Labour's policy, the 
details of which will remain 
secret until after the election, 
employers would be legally 
required to recognise and bargain 
collectively with a trade union 
“where a majority of a relevant 
workforce” In a ballot wanted it 
to represent them. At the 


moment, employers are not 
legally required to recognise 
unions even if most of the work- 
ers want one. 

The bargaining agenda would 
cover pay, hours, holidays and 
training and would be extended 
to other issues if there was 
“mutual agreement” between an 
employer and union. Companies 
could face fines if they refhsed to 
comply with the recognition laws. 

The introduction of compulsory 


recognition would hit several 
industries which benefited from 
trade union reforms during Mrs 
Margaret Thatcher’s term as 
prime minister in the 1980s. They 
include the newspaper industry, 
the docks and sections of the oil 
industry. 

Mr Blair’s determination to 
stand by the policy has delighted 
union leaders bat alarmed 
employers who fear his decision 
could herald a r eturn to strikes 


and threaten their freedom to 
manage. 

Mr Adair Turner, director- 
general of the Confederation of 
British Industry, said: “Good 
employee relations should be 
built on trust and this is not best 
fostered If collective bargaining 
has been imposed on an employer 
by a trade union. Collective bar- 
gaining can work where it has 
two willing partners, but not 
where there is only one.” 


The Engineering Employers 
Federation has also warned the 
Labour leader that its member 
companies are “alarmed”. Mr 
David Yeandle, the EEF*s head of 
employment affairs, said:- “It is 
the most im porta n t issne directly 
facing our wwiih w companies if 
Labour is elected, much more 
than the national minimum 
wage.” A Labour official said: 
“Employers . . will Irani to 

live with it” 
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CONTRACTS & TENDERS 


INVITATION TO BID 

1. Sdlal bid, m invncd from sriubk wpplicn by TCDD (General Dmxsorac of 
Tinkfch Stale Railway,) for die equipment jpecined below for die container 
•cnainab ac Hsydmpaaa. Izmir mil hkneo. The project ia m be partially Pranced by 
AcBB. 

3L D et aile d mfannatton and Ibe bidding document* can be a tt ai n ed on application 
personally from “TCDD Prrrar Commission of Pons. Supply Department 
Cat/ ANKARA. Telefax: 90112 312 32 15. Telex: 443W TR- or from die -Ctavrel 
Cashier's Office of TCDD General Directorate Gar/ ANKARA" starting from 20 
March I9V7 against payment ofAXL-USS. or a equivalent in Tmtdfe Urn. 

3. I piece of Gamy aaae and 2* pieces of rabber tyred ywdganti7<nK3 our of «uu< 
9 nam of equipment which ac buhewed below shall be supplied a* 100% credit 
the other 7 teems of e quipment shall be supplied by the credit of Emopeoi 
bn earnest Beak. 

4. The bids will be evaluated be conformity with the bidding documents and 
conri i l i w . and da selectkm cm c r l a wiD be according to die price snborined 1 50% 
weighting) atd afao Ihe icdmicaf aspects to be detailed m the lender docamems. 

5. A bid of 3% of ihe offer duff be ndntiinrri with die bide together »nh die iceeqn 
far die puniian. of the spcmfictiajo and tender documents. 

6. Offara far die supply of die falfawmg equipment duD he banded in to die Private 
Curanfaskm of Pons at Supply Department. TCDD Gaif ANKARA until fallowing 
does and bouts: 

1 Gantry Crane on 9 Jibw 1997 ai 1-4.00 hours 

26 Robber iyied yard Gantry Crmea «ai 10 June IW7 at K/ntiour* 

SultaHas an 13M»y 1997 at 9.30 boun 

32 FUS. Dtcad Small Man on0Mayl«W7 ai CJHboun 

2ZFLTS, Electric Smfl Maal mi May 1997 at l4JJUhaua 

24 Spreader, far Gaooy Cram and Trvmncn on 12 May IW at 9 JO hours 

43 Tupnaurrr an 13 May 19*17 at 14.00 hours 

33 Reach Stackers on 14 May 1997 it hjo hours 

37 fUb for Empty Contxiixxi on IS May 1997 or 9 JO hour, 

7. Seated bUs rinll be opened in the presence of the bidden on the data aid horns 
specified above. 

8. 7CDO reserves die rift* asm whether oo award any cootnax 


NOTICE FOR PUBLICATION 

HM Customs and Excise issued a notice in the 
Official Journal of the European Commission on 
12 March 1997, requesting tender applications to 
contract for the provision and management of 
training facilities, including residential 
accommodation and ( optional 1 conferencing 
facilities within the UK. 

The deadline for receipt of applications is 17.00 
hours on Friday, 18 April, 1997. 

Full details of the Notice can be obtained from 
HM Customs & Excise by faxing your request to: 

Mrs K Cobb. HMC&E, Training Services Division, 
Southend on Sea, Essex. SS2 6E6 
Fax No: 01702367598 
OR 

Mr K Brarley, HMC&E. DPU, 

Ralli Quays, Salford, Manchester M60 9 LA 
Fax No: 0161 827 0270 


APPOINTMENTS 


GROUP FIlUAiyCE 


Outstanding InternatioMl Career Opportunity 

Switzerland based - Competitive Package ; 


Emhart Gass, a who By owned division of the Slack & Decker 
Corporation, is the world leader in glass container making and 
inspection equipment. 

Headquartered in Switzerland, toe Group has a global turnover of 
around USS 250 million, with production 
facilities In Europe and the USA and 
further offices worldwide. 


. management informatioru anri assist in toe implementatio n , of 
newfinandal systans. ~ ^ " 

JT^ sucfrsful caocSdate yy^ derrioasirate a proven track .record in 
. ( §nar^l acaxjntmg^ Ideafiy already .in an 

- ■V p Ttate ma tionaf Group Finance role, you 

will Have a good widecstBnding of 
r&v -manufacturing processes. 

Tfcb ' Group . a pp o in tment req u ires a 


Based attheSma head office, the Croup ;»i> ^ - - — , - 

Finance Controller will join a highly profession^ and pro-active professionaT.ago u rrting . qualification and highly developed 


team responsible for all aspects of financial management 
reporting and control of the Group. The Controller will drive toe 
further development of accounting poDde* procedures and 


VJiriri FC riflk- Fluency in English as well 
I'lrtobitity aifft essential to take advantage of this 
highly international career opportunity 


For further i nfor ma t i o n and a confidential dfecus aJ on contact PennfrdeMbnck on' 
(444) 171 209 1000 (quoting r eference H0097) or s en d/fax yourCV to FSS Europe. 
Charlotte House, 14 VWndmfll Street London W1P2 DYRbc (+44)171813 M79 
e-maM; ddmC fc s.co.u k . -.L -..L'-.'' 
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COMMERCIAL 

PROPERTY 


For further information on advertising opportunities, please 

contact: 

Tina McGorman 

Tel: 444 171 873 3252 Fax: +44 171 873 3098 



Tomorrow the Financial Times will publish the first 
in a new quarterly series of guides to the 
telecommunications industry. Each issue will focus 
on developments affecting individual companies and 
the industry as a whole both at home and abroad. 

The first issue will look at telecommunications in 
developing countries and emerging markets and will 
include sections on technology, news analysis and 
personalities. The FT Guide 

to Telecoms. Keep in touch. 


Financial Times. 

World Business Newspaper. 
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Irish criticisms find echo 

Proposal for 
nuclear dump 
is rejected 


By Michael Peel hi London 

Plans for an underground 
laboratory to investigate the 
safety of a proposed £l.9bn 
($3bn) long-term nuclear 
waste dump at Sellafield in 
north-west England have 
been thrown out. 

Mr John Gummer. the UK 
environment secretary, yes- 
terday dismissed Nirex’s 
appeal against Cumbria 
County Council's refusal to 
grant planning permission 
for the laboratory. Nirex is 
the. state-owned company set 
up to manage disposal of 
intermediate and low level 
nuclear waste. Mr Q mnmar 
said the planning proposal 



was flawed by poor design 
and scientific uncertainties. 

Nirex. was set up by the 
■ nuclear industry in 1982 to 
dispose of low and interme- 
diate-level nuclear waste. It 
wanted to build the £200m 
($31 8m) laboratory, known 
as the Rock Characterisation 
Facility (RCF), to test 
whether the area would have 
been a suitable site for 
dumping Intermediate-level 
waste. 

Mr Gummer gave three 
reasons for refusing the 
appeal, saying each of them 
provided sufficient grounds 
for dismissing the applica- 
tion. He said the planned 
development was technically 


deficient and that Nirex did 
not have a full understand- 
ing of the hydrogeology of 
the area. 

He agreed with the find- 
ings of & public inquiry - 
that the process of construc- 
tion of the RCF could have 
damaged the planned site of 
the dump. 

The facility would have 
had an adverse effect on the 
surrounding Lake District 
National Park, he said. The 
surface elements of the labo- 
ratory were badly designed. 

Mr Gummer echoed criti- 
cisms made by the govern- 
ment of the Republic of 
Ireland concerning the pro- 
cess of site selection when 
he said the company did not 
appear to have made the 
choice to an “objective and 
methodical manner". The 
Irish coast is about 250km 
from Sellafield. 

Nirex has not released 
details of assessments of 
other potential sites and the 
Irish government has lodged 
a complaint with the Euro- 
pean Commission accusing 
the company of contraven- 
ing EU directives on the 
transparency of decision- 
making. 

Environmental groups had 
opposed plans for the new 
facility at Langlands Farm, 
near the nuclear processing 
plant at Sellafield. 

“At the original inquiry 
we put up seven leading sci- 
entists who found flaw after 
flaw in the plans," said Dr 
Patrick Green, senior 
nuclear campaigner for 
Friends of the Earth, the 
environmental pressure 
group. 

Nirex said it wanted to 
review the inquiry report 
and Mr Gammer's decision 
before deciding on its next 
move. “Nirex’s remit is to 
find, a disposal route for 
intermediate level radioac- 
tive waste." it said. “We are 
obviously very disappointed 
at the result of the planning 
inquiry." 



The Rover Freeland er, the BMW offshoot's new small four-wheel-drive vehicle, was revealed 
yesterday. Production at Land Rover's plant is expected to reach 70,000 vehicles a year. 


Car sales record predicted 


Demand for new cars in Britain next year 
could match the record 2.3m of 1989, Profes- 
sor Garel Rhys of Cardiff Business School 
predicted yesterday, John Griffiths writes. 
Prof Rhys is motor industry adviser to the 
House of Commons trade and industry com- 
mittee. He said a rise of 10 per cent in 1997 
on last year's sales was a “real possibility 
His prediction was more bullish than that 
of the Society of Motor Manufacturers and 
Traders, the motor industry's trade body. 


which reported that registrations of new 
cars in the first two months of this year 
reached 369,671, up 5.4 per cent on a year 
before. 

The statistics for February show that 
Ford’s leading market share continued to 
come under increasing pressure. The com- 
pany is not, however, facing a strong single 
challenger. It is suffering primarily from 
market gains being made by a broad swathe 
of importers. 


Imports boost market share 


REGISTRATIONS 
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GEC confirmed for submarine contract 


By Tim Burt in London 

The Ministry of Defence has 
announced a £2bn ($3.18bn) 
order for three new Trafal- 
gar class submarines for the 
Royal Navy and hinted it 
could spend another £lbn on 
a further two vessels. 

The order has been placed 
with GEC-Marconl, the 
defence arm of General Elec- 
tric Company. It is expected 
to be the last big defence 
contract announced before 
the May l genera] election. 


GEC, which will build the 
vessels at the shipyard of 
VSEL. its defence subsidiary, 
in Barrow, north-west 
England, has been awarded 
prime contractor status on 
the project, making it the 
first warship builder to take 
responsibility for design, 
manufacturing and in- 
service support 
It secured the order in 
competition with VSEL. 
which launched a rival bid 
before being acquired by 
GEC for rare™ in 1 9 9 6 


Ministry officials said GEC 
bad won the contract partly 
because of its innovative 
production methods, involv- 
ing p lans for modular assem- 
bly of the 6,000-tonne subma- 
rines, and because of the 
superior nuclear power tech- 
nology of its subcontractors. 

The reactor cores on the 
submarines, to be called the 
Astute Class, will be among 
the first in the world that 
will not need refuelling dur- 
ing their 25-30 year lifespan. 

Scientists in the US are 


thought to be developing 
similar technology for the 
US navy, but the Astute ves- 
sels could be the first in ser- 
vice when they are delivered 
in the middle of the next 
decade. 

The technology is expected 
to lead to significant cost 
savings, as refuelling and 
refitting Britain’s existing 
nuclear submarines can 
keep them out of service for 
18 months. 

Work on the contract is 
expected to sustain about 


7.000 jobs at GEC-Marconi 
and subcontractors includ- 
ing Rolls Royce, BAeSema 
and Thomson-Marconi 
Sonar. 

The submarines will 
replace the five existing 
Swiftsure class vessels, 
which will gradually be 
withdrawn from service over 
the next 10 years. 

The ministry emphasised 
that the Royal Navy's com- 
plement of 12 nuclear- 
powered submarines would 
be maintained. 


Energy official admits errors over sale 


By Michael Peel 

Dr Derek Pooley, chief executive of 
the United Kingdom Atomic Energy 
Authority, admitted yesterday that 
the company had made mis- 
judgments in the sale of the its facil- 
ities services division. 

Giving evidence to the House of 
Commons Public Accounts Commit- 
tee, Dr Pooley blamed the increased 
costs on inexperience and the tight 
timescale set for the sale. 


The costs of £3.lm ($-L9m) were 24 
per cent higher than expected and 
accounted for more than 25 per emit 
of the sale proceeds. 

Dr Pooley faced heavy criticism 
over his decision to offer £4.4m of 
consultancy work connected with 
the sale to Coopers and Lybrand, 
the accountancy firm. 

“It clearly would have been better 
if we had taken the time to seek 
competition, but I am not convinced 
that the taxpayer would have 


achieved better value for money as 
a result," he said. 

The consultancy costs of £2.2m 
were £300,000 higher than expected. 
This was largely due to a payment 
of £149,000 made to a Coopers* 
second ee for seven months of work 
as temporary manager of the 
division. 

“We did not wish to recruit any- 
one because we did not have a 
future home for them,” said Dr 
Pooley. 


Vendor costs were £600.000 higher 
than expected because of a 340 per 
cent increase in the costs of report- 
ing accountants. Binder Hamlyu 
were appointed on a fixed price con- 
tract following a competition 
against a standard specification for 
the work. Costs eventually totalled 
£709.000 against a budget forecast 
of £161.000. 

Dr Pooley said: “We were over- 
optimistic about producing the data 
that was required for the work. 


Big stores 
unleash 
music CD 
price war 

By ABce Rawsthom 
in London 

A price battle has erupted in 
the music market as retail- 
ers respond to aggressive 
album price-cutting by Tesco 
and Safeway, the supermar- 
ket chains. 

Pricing is a sensitive issue 
in the UK music industry. 
which has seen the damage 
caused to US record labels 
by aggressive discounting by 
North American retailers. 

Safeway in the UK is this 
week offering any two Top 
10 albums for £20 ($31.80). 
The standard price range 
is£ll.99 to £15.99 for chart 
albums. Like other super- 
market companies, Safeway 
has increased the amount of 
sales space it devotes to 
albums and singles over the 
past year. 

The Safeway campaign fol- 
lows a price promotion by 
Tesco last week. Tesco 
advertisements claimed it 
was selling five albums, 
including U2‘s Pop and the 
Spice Girls' Spice, for £2 less 
than W.H. Smith and Wool- 
worth. 

Wool worth immediately 
reduced the price of two of 
the five alb ums in line with 
Tesco’s, selling Pop for 
£11.99 and the Manic Street 
Preachers’ Everything Must 
Go for £10.99. It is consider- 
ing formal action against 
Tesco, alleging that the lat- 
ter’s advertisements over- 
stated Woolworth’s prices 
for The Hits Album J99T. 

Asda. one of the first 
supermarkets to move into 
the music market and now 
operating music depart- 
ments in 205 of its 212 stores, 
slashed the price of all five 
albums cited In Tesco’s 
advertisements to the same 
level as its rival. 

“If the supermarkets con- 
duct a price war among 
themselves, it would be 
unfortunate said Mr John 
Preston, chairman of BMG 
Entertainment, one of the 
UK’s largest record compa- 
nies. “But the situation will 
become more serious if the 
rest of the music trade 
responds.” 


dare BeUwood 0171 873 8234 


BUSINESS OPPORTUNITIES 

READERS ABE RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADV1CB BEFORE ENTERING INTO COMMITMENTS 

Fax 0171 873 3064 


Melanie Miles 0171 873 3306 


KARA POLSKA S. A. 

12 Jasna Street 
00-013 Warsaw 
Poland 

INVUATfON FOR BIDS 

NAFTA POLSKA SA. implementing the Government 
“Programme of restructuring and privatisation of the Polish ofl 
sector* announces for the investment banks conducting 
international business and for consortia with their participation 
Unlimited tender 
for selection of an adviser to 
Management Board of Nafia Polska SA 
for privatisation of 

Petrochemfa Plock SA. and Raflneria Gdanska SA. 
Specifications for the assignment (Terms of Reference) are 
available to those wishing to participate in the tender process, 
at the seat of Nafta Polska SA., 12 Jasna Street Warsaw, 
(room No 306). 

The .tender shall be conducted as a two-stage tender. 

The Aral deadline for delivery of offers at the seat of Nafta 
Polska SA (room No 304) is 

21 April, 1997 at 3:00 pm. 

Nafta Polska SA reserves the right to nullify toe tender for no 
given reason. 


March Investment Opportunities 


£125,000 

£250,000 

£375,000 

£300,000 

£500,000 

£100,000 


ire Wines and Beers 
orporate Tax Software 
imature Radar System 
[obRe Asset Security 
[ail Order Music and Video 
[illepede Cable; Ties . — 

bromatograpby Instrument £150,000 
re & Security (EXS 'Status) £500,000 
sspoke Fishing Rods & Cases £25,000 

New Guide to Venture Capitol (UK & Europe) 

1000+ sources of capital. ISOOpages, 8th &Szwn 
Investor & Entrepreneur Workshops 
Investing & raising capital, dealsavctvre, casesnuua 

Detafts in VCR’S montfiiy Report 
VCR ) Trial snbscription avadable 
to inve sto r T^L* 01865 784411 


«tW8- 


mum&msDOM 

Former Chief Executive * 

W Mill 


• Former Chief Bwcmm 
liar advertising agency offers grey hairs and wisdom, business 
dfvetopmcDr dolls, creative 
resources end wide management . 
and marketing experience ro companies needing wagfai 

without overh ead . 

From a day a month- 




DIVERCO 

Sell Companies 
Nationwide 


SELLERS and BUYERS 

• Cotuaa in as^Mence: 

DIVERCO LTD. 

4 Bank Street 
Worcester WR1 2EW 
Tfcl: 019Q5 233S3 
Fax; 01905613523 


Merger & Acquisition 
Houses 

We buy loss making companies 
and rescue them. 

Yon sell them. 

The Postern Fund is confidential 
and focused on corporate 
turnarounds and rescues. 

Contact Trevor Swete at 
Postern 44A Floral Street 
London WC2E9DA 
Tel: 0171 240 4747 
Fax: 0171 240 2799 

FOBnFndMnpaalUd 
is regulated by IMRO 


TGF (Corporate Finance) 
Limited 

b seeking to expand its existing 
database of eatable candidates Tor 
DCTT-ex&xilivcs dmccianihipj. 
Ptca&c send a detailed CV specifying 
industry knowledge U> Mis. Joanne 
Macrae at ibe fallowing address: 

The Old Exchange, 

234 Soothdi torch Road, 
Soatbcad-QP-Se*. Eases SSI 2ECF 


Management Buy-Out 
| What is yora- company worth? 
PC qmiddxm vabrioo nedd as unity 
vemccapiafeK.£«S5+VAT. 


3Ga#»attS«ellaa**WTX5re 
lUOrn-OTJUdl Rre 0171-911(08 
Bc^acdt? fcSBcolkaalflUB Atari* 


INSURANCE BROKERS 


Established Coauneraal Broker 
on an active acquisition trail, 
seeks Equity Investor. 


For tafacr mfnMtnu, ptease write ire 

BaHlkTWU'nMS 
One Soattorart Bridge. London SE1 *HLl 


Channel Islands 

Ful Offshore incorporation & 
AomMsiranon. 

Trust Esttfahment Pay** Systems i 
Banking Facfeu 
torEs-Patriates. 

For dmaBE& appointment write; 
Croy Trust United, 2nd Floor. 

34 David PI&M, St Hater. 
Jersey JE24TE 

Tel: 01 53* 878774 Fa* 01534 35*01 
E.Maa : crormtO(flJicl 


PROJECT ANDCOWSWAL 
hmdng amtabfe b UK and 
mwdonal dfcnta. 

Anglo American 
Group Pic. 

Tel: 01924 201 365 
Fax: 01924 201 377 


ptiL GERMANY orty ISp/miri V v» 
78:0161 4SO 5014 Fax 0181 4905075 


TGF 

(Corporate Finance) L ande d 

wishes to estabOsb a database 
onndirniiijdWconipaiucs seeking 
to invest In SMEs. 

Please send ihe fallowing: 

• rimrih of tavestmnn levels 

• indumy preferences and exceptions 

• location p refe renc e s 

• any specific requirements 

to Mrs Joanne Macree 
at die follow inj: address: 

The Old Exchange. 

234 Sootbehnrcb Road, 
Southend-on-Sea, Essex SSt 2EG 


CONTRACTS & TENDERS 


Majority Stake Available 

company, flatted hi 1995. Would 
anR active:, ex p erienced investor 
1996 list includes one bea seflec with 
1997 schedule of 12 similar tides. 
AM retrite » B® B5tn, PtaweW Toms, 
Oae Ssaibwwl Bridge, Loadea SET 9BL 


TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


» Digital SwUeNnoTOMr 

Opflft IlfiM 

•AT&T nnd Other Networks 
• Uu from Homo, Office, 

Hotata, OaB Phonan 
■ 24 Hour Customer Sarvtca 

CM now far Naur Low Ratal 

Tel: 1.206.284*8600 

Fax: 120&270.0009 

Unas opan 24 hoim 
TteDrfeM 

kallback 




ESTONIAN PRIVATIZATION AGENCY 
* INFORMATION ON PRIVATIZATION 




Estonian Metal Export 


AS EEST1 METALUEKSPORT (Estonian Metal Export) (51%) 

Boyrng-np, processing, import nod export of scrap metal 
Address: Bciooni 1 2. Tallinn EE00I4. Estonia 

TLmover for 1996: approx. 22.23 million USD (30 1 .7 million EEKl 
Employees: 22 1 

Share capital: approx. 7_3K million USD 1 1 (XI million EEK ) 


- Ecsii Enisdmisagcnmur (The Estonian Privatization 
Agency - "EPA") is a government agency authorized to 
privatize Estonian enterprises and attract direct investment in 
Estonia. 

■ In accordance with its legal mandate EPA announces the 
Lwo-phose lender with preliminary negotiations of 5 1 % of the 
shares or AS Eesti Metal tieksport 

- The tender is public and anyone may bid. 

* Interested parties may obtain additional information and 
required documentation from EPA. 

* Bids must be in writing and should be submitted in a sealed 
envelope marked only with the name of the enterprise for 
which the bid has been made: AS Eesti Metallieksport. 

* In the first phase the bidder must make the bid in accordance 
with the conditions and contents confirmed for the first phase. 

* Bids of the first phase must be received ac 
EPA, Rdvala psL 6. EE0 1 00 Tallinn, Estonia, 

□o later than 2:00 pan. local time, on May 8, 1997 (the 
"closing date"). Tbe bids will thereafter be opened 
immediately. 

* The Board of EPA will make its decision on the bids of the 
first phase no later than June 6, 1997, choosing one or more 
bidders who will be shortlisted for the second phase of the 
wndcr. The Board of EPA reserves the right to reject any of 
the bids at any lime. 

•In the second phase the bidder must make the bid in 
accordance with the conditions and contents for the second 



phase and by the date determined by EPA. 

- The bids must be presented in Estonian or English. 

•The privatization will be carried nut accorfiing to 
applicable Estonian law. 

EPA (Estonian Privatization Agency) 

Vdino Sarnet 
General Director 

For more information (tender conditions, enterprise profiles, 
data on Estonia, visit authorization etc.) please contact EPA 
(Office hours of EPA are Monday through Friday from 9:00 
a.m. until 4:00 p.m. local time). 




EESTI ERASTAMISAGENTUUR 

(Estonian Privatization Agency - EPA) 


*» 

c 

c: RSvab6-E0l 00 Tallinn, Estonia 


Tel 


+3726 305 600 
+372 6 305 619 
+372 6 30S 620 


Fax +372 6 305 698 
+372 6 305 699 
hiip'7/wwwJeea.ee 


BUSINESSES WANTED 


OFFICE EQUIPMENT 


GOLF COURSE 

Freehold 

with accommodation and 
preferably other facilities 
18 Holes or more 


Phone in confidence to: 

CJ Paine (Director) 
Mttefcd] Lrisnrt Inves&mnls Ltd 
Td: 01754 767376 


WANTED 

Small Software Houses, IT Consultancies 
or Systems Integration Companies 

A fast expanding and successful UK based International Software pic is 
looking to purchase software businesses or teams of skilled and motivated 
software engineers in tbe client/server, Internet and gro a p w arc arena with 
knowledge of UNIX, NT. JAVA. C++. OS/2 and PC based opera ting systems. 
Ideally situated in Ttames Valley or Nottingham area. 

71ns is an ideal opportunity id tarotse part of a European IT suoaas story 
and have p a rti cip ation itt a leading Quoted IT Company. 

Wrilt tot Box BS15S, Fhmdal Times, One Soiit&wuA Bridge, London SE I 9HL 


OFFICE FURNITURE 


Due to city bank order postponement we have a large quantity ot quaMy 
executive and tyetem ranges -conferences and recaptions. Luge choice ot 
veneers: (Walnut, Rosewood, Ash etc.) 


with discount of up to 40 c c from R.R.P. 


London ShowtOoni tor viewing 
Pisaw etnas 


LINEADURO LTD Tel: 01 292 S04S30 
FREEPHONE: 0500 8215G5 



toolmaker 

Tool making Company Required 
in Midlands Area far anawtive 
, iMiipmw rTc isanidactuxer 
uipp t y l ag wortd component aaHtct. 
Outright acquisition. 

ASrcsBcstsBa unit. HwamlTaaoi, 
Oar S mu t irt Bridge. L iw i ta a SO «L 


Fire Extinguisher Business Required 

Our client is a highly acquisitive, substantial intentaltORslIy diversified group 
which is seeking to boy fire extinguisher businesses which have: 

■ a strong position hi a tdehe fire etrtregtrisher market 

■ pre-tax profits of not teas than £2S0k 
M growth potential. 

Our client b prepare d to retain existing mansgereeut or provide appropriate 
nanagemeni expertise if necessary. 

Potential vendor* or their agents should contact: 

Box B5118, Financial Timet. One Southwark Bridge, Londra SEI 9HL 


LEGAL NOTICES 

7b Whom U May Concern 
BLACK HORSE AGENCIES 
amne far ■ maipicee h*vG 
received aiofleror 

su&jm 

far the teudutd mteM ta 
1 3 Si Georges Square. 

London SW1 

They we charged by ftwr dwm » ofctiaq Uw 
ben price add hrehe any higher offer*. Any 
higher ofTcre muH be received at tin office 
at SVSfj Lower Stoane Street, tinkn SWI w 
8BP within seven dare of pu M j c aihm of dm 
nonce 


To Advertise 
Your Legal Notices 

Please contact 
Melanie Miles on 
Tel: -44 1)171 873 3349 
Fax: -44 0171 S73 3064 
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2 THE CAYMAN ISLANDS 


ECONOMY • by Canute James 


A tax haven 
with greater 
attractions 


Despite a narrow 
economic base, 
the colony has 
several reasons 
for optimism 


Mr George McCarthy, the 
Cayman Islands' financial 

secretary, is confidently pre- 
dicting more of the same for 
the economy. The economy 
expanded by between 4 per 
cent and 5 per cent last year, 
and we are anticipating 
expansion of about 6 per 
cent this year" he says. 

“As is to be expected, the 
growth continues to be 
mainly in tourism and the 
financial services, the main 
sectors of the economy. 

“On the fiscal side, we had 
another surplus last year, 
and we expect another this 
year," Mr McCarthy says. 

The Cayman islands' 
transformation over the past 
40 years from an economy 
that was based largely on 
fishing and turtle fanning 
into one of the world's lead- 
ing offshore financial centres 

and holiday resorts has been 
encouraged by a consistent 
economic policy. There are 
no direct taxes or exchange 
controls. 

Frequently upgraded legis- 
lation has taken the terri- 
tory far beyond its earlier 
attractions as a tax haven. 
Political stability and a close 
link to the United Kingdom 
through the Cayman Islands’ 
crown colony status, have 
also been of significant bene- 
fit, say officials and business 
leaders. 

Tourism is the main pillar, 
with increasing volumes of 
cruise ship and stay over vis- 
itors, mainly from the US, 
but with rising numbers 
from Canada and other 
Caribbean countries. Just 
over l.lm tourists visited 
last year, contributing three 
quarters of the territory’s 
foreign earnings. 


The financial services sec- 
tor is based on just under 
600 hanks and trust compa- 
nies registered in the terri- 
tory. These include almost 
all of the world’s top 50 
banks. More than $500bn 
(£ 306.7hn) in banking assets 
and more than $100bn in 
mutual funds is domiciled in 
the Cayman Islands. 

The territory is also a 
growing centre for captive 
insurance. The number of 
company registrations grew 
by 1L6 per cent last year to 
reach 37.918. 

However, the economy, 
narrow and open, is vulnera- 
ble to farces outside the ter- 
ritory's control. Tourism, 
traditionally cyclical, is pro- 
tected from an often wildly 
fluctuating market by a 
deliberate policy of offering 
the islands as resorts for the 
wealthy, but no strategy on 
earth can eliminate the 
threat of hurricanes, which 
have devastated some Carib- 
bean resorts in recent years. 

External political forces 
can be equally worrying. 
“Our financial services sec- 
tor is vulnerable to the poli- 
cies of other governments,” 
says Mr David Bird, presi- 
dent of the Cayman Islands 
Chamber of Commerce. 

“Financial centres thrive 
on tax planning. We could be 
adversely affected if foreign 
governments change their 
taxation policies and reduce 
their tax levels." 

The expansion of the econ- 
omy is supported by well 
developed infrastructure, 
although there are concerns 
in the business sector about 
the future adequacy of water 
and of sewerage. 

The infrastructure is very 
good." says Mr Brian Bal- 
leine, managing director of 
Royal Rank of Canada Trust 
Company. There are no 
power cuts and telecommu- 
nications are excellent" 

There are, however, some 
concerns about the cost of 



George McCarthy: 'anticipating expansion of 6 per cent” 


doing business in the Cay- 
man Islands. Elec tr ic i ty and 
telecommunications 
expenses are comparatively 
high, as is the cost of labour, 
some of which has to be 
imported because of a local 
shortage. 

“As in any other market 
situation, if there is a short- 
age, the price goes up," says 
one banker. The power and 
telephone companies have to 
install modem facilities, but 
they have a small market, 
and they must recover on 
their costs." 

The cost to businesses is 
expected to increase when 
legislation is Implemented 
far pension health insur- 
ance programmes. The busi- 
ness co mmuni ty supports 
the government’s plans for 
these programmes, says Mr 
Bird, although they wQI be 
expensive. 

There is little doubt that 
to many the price will be 
worth paying. Says the 
banker “It may be costly, 
but we would not be doing 
business here unless it were 
competitive." 

There is little hope of a 
meaningful diversification of 
the Cayman Islands' econ- 
omy. Agriculture is limited 
by a lack of cultivable soil 
and also has to contend with 
high labour and land costs. 
Citrus fruit and mangoes 
and bananas are produced in 
limited quantities, as are 


MeesPiersons 
global trust 
network. 


MeesPierson Trust, since 1720, ofibs a highly per- 
sonalised level of service together with a longstanding 
experience and a dedicated commitment Co its Hipnrc and 
professional advisors. It does so through a network of 
offices controlled through MeesPierson International AG, 
located in Zug, Switzerland, in both common and civil law 
offshore jurisdictions and financial centres. 

In addition to a complete range of private banking, 
trustee and corporate management services (in cluding 
protection , enhancement and management of assets), 
MeesPierson This? provides highly spedafeed services to 
the owners of intellecmal property sportsmen and perfor- 
ming MTtiSTS. 


lb the international mutual funds and imfr mist 
industry ir provides comprehensive administration and 
trustee services. The MeesPierson global named send ees 
fond sponsors and managers fay combining pro fes s io nal 
expertise with advanced admnristration agd investment 
trading systems technology 

Through its parent company MeesPierson, a leading 
contmmial European merchant- bank with its main offices 
in the Netherlands, MeesPierson Tftist is part of the 
Fortis Group ranked amongst foe 50 largest insurance 
and 100 largest banking organisations in foe world. 


MeesPierson Trust 


Aawdsm Centi^ Pl^ 3, Dt R*ys RO. 2DTO, G«*^ Towiv Grand Cayman, laephow G® 9I9-79B THe&x 045) 9»83il0 
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POLITICS • by Canute James 


tout’ 


Revolution? No, 




Radicalism and 
bitter division are 
alien concepts to 
both voters and 
politicians 


some vegetables, for domes- 
tic consumption. 

A arnaii light manufactur- 
ing sector also produces only 
for the domestic market. 
Building materials, such as 
blocks and tiles, and furni- 
ture are produced in limited 
quantities an d are used in 
the construction sector. 
Which has been py panriing 
rapidly with the erection of 
several large commercial 
buildings, including hotels. 
Home construction. is also 

OTjianrftng' 

There is a boom in con- 
struction, but we are run- 
ning out of property to sell,” 
says Mr Brian White, presi- 
dent of Cayman T«i3»i<k Real 
Estate Brokers Association. 
There Is little left on the 
famed Seven Mile Beach 
resort "Seven Mile Beach 
property costs about $30,000 
per foot of beach frontage. If 
it is not on the beach it fails 
to between $4,000 and $15,000 
per foot 

“Property prices are high, 
but the economy Is doing 
well so this cushi ons the 
concern." 

Mr McCarthy's expecta- 
tions of repeated fiscal sur- 
pluses are based on a contin- 
uation of the government's 
heavy reliance on revenues 
raised from import duties - 
supported by licence and 
registration fees, taxes on 
the tourism sector and 
stamp duties. 


A political drama is being 
played out in tire courts in 
the Cayman islands. Ms 
Benia ThompsoQ-Jriurpby, a 
loser in last year’s elections 
for the district of George 
Town, has brought a- petition 
to nullify the election of Mr 
Linford Pierson. She claims 
that he made “false and ille- 
gal” statements about her 
and Other ranriwiafpg during 
his campaign. 

Ms Thompson-Murphy’s 
lawyers argue that the state- 
ments caused her to lose the 
election. She was one of only 
two members of the incum- 
bent National Team to have 
lost a seat Grand Court Jus- 
tice George Harre, in 
adjourning the Twqr m g until 
next month agreed with Mr 
Pierson’s attorneys that if 
the MP*s election were 
declared null and void, a 
by-election would be held. 

The case preoccupies the 
local media bat the decision 
is unlikely to affect the 

administration of the terri- 
tory and politics in general. 
“This is the most political 
excitement we have had hoe 
for many years," says one 
banker. “This is how we mim» 
our politics and oar politi- 
cians. Quiet, unobtr u s i ve, 
and with very little involve- 
ment in the way we do 
things here." 

His views are echoed by 


Mr William Walker, of law 
firm W.S. Walker. “Politi- 
cians do not know anything 
about offshore finance, so 
they are smart enough to 
leave it alone. Once, in the 
past one tried unsuccessfully 
to intervene." 

Generally, personalities 
rather than issues domina te 
Caymanian politics. This is 
the result of two factors- 
Firstly, few Caymanians are 
keen to change significantly 
the 1672 constitution on 
winch tire current adminis- 
tration of the crown colony 
is based. A move, seven 
years ago. by backbenchers 
to allow members of the leg- 
islative council the power to 
remove the executive coun- 
cil ted the government to ask 
for a review of the constitu- 
tion. However, after some 
rethinking the commission 
was scrapped. 

But thoe have been some 
amendments. The Cayman 
Islands was made a depen- 
dency of Jamaica in 1863. 
but chose crown colony sta- 
tus in 1662 after Jamaica 
voted for political indepen- 
dence. Under a 
implemented in 1972, 
increased responsibility for 
administration was placed in 
the hands of elected repre- 
sentatives. 

Changes in 1993 led to a 
mimgterial system of admin- 
istration and an enlargement 
of the executive council to 
five members. The council is 
chosen from the elected rep- 
resentatives in the legisla- 
tive assembly and includes 
the financial secretary, the 
attorney general and the 


administrative secretary. 
The executive council i& 
responsible for the territo- 
ry’s administration. . 

There are mi m aio r diffe r- 
ences to politics and in polit- 
ical philosophy to the Cay- 
man Islands," says Mr Brian 
White, president of Cayman. 
Islands Real Estate Broilers 
Association, who unsuccess- 
fully contested the past two 
elections. “Politicians are all 
agreed on what is to be done, 
and the arguments are really 
about bow it should ba 
done.” 

Indeed, it could he argued 
that the Caymans was only 
Introduced to the concept of 
party politics relatively 
recently. Elections were 
once contested by “teams" of 
individuals who had a com- 
mon cause rather than by 
firmly allied bodies. The 
incumbent National Team 
was returned in the Novem- 
ber 20 elections with ll of 
the 15 seats in the assembly. 
It was challenged by the 
Democratic Alliance and 
Team Cayman. 

Welding together both pol- 
iticians and their constitu- 
ents is the consensus that 
the territory’s crown colony 
status is the best option, and 
that any change towards 
political independence is 
undesirable. 

i .inks to the United King- 
dom provide "stability- 'and 
security" - which are impor- 
tant to the offshore financial 
services sector, say business 
leaders. 

"Advocating independence 
is political suicide." says Mr 
White. "Everyone accepts 


that .this would be a &*£ 
things W« has fcaUy tm&u 
. own affair*. Ws iitwS 
fond with foe UR on ws^’ 
issues, such taeapital pm? : 
tahment We wanted tt mA 
the UK said na" ; ; 

• Caymanian* say ; 

-guided by what th*y 
other parts of the Curtbbega,. 
Nationalism arid poUticfir 
independence have'todto 
economic and sotieidboafer , 
in neighbouring -countrife, . 
they contend. They eay. that- 
stability teixnperam to«*- 
economy. It will not* be 
sored by the. trenchant and . 
divisive politics, labour agf. . 
tattoo and economic uorer 
talnty that has been the lot 
of politically-lndepeadent 

neighbours. 

"Rather than 
independence, politicians 
consider the hot political 
topics to be social security 
and pension schemes," Says 
Mr Brian. Balletae, ma na g i ng - 
director of Royal Bank of. 
Canada Trust Company. - 
“For financial services, ft Is 
a selling point that the Cay- - 
man Islands Is a crown, col - 
ony. 1111$ does attract people 
and money here.” - 

Despite the attention the 
case attracts. Judge Harre’s 
ruling on Ms Thompson- 
Murphy’s petition will not - 
change politics to the Cay- 
man Islands. . 

“Whether her argument is 
upheld or not, and wtether 
there is a by-election. and. 
someone else is. elected, is - 
immaterial to life here.” says 
the banker. “Nothing will 
change, and that is how we 
want it" 


Tourist industry hits saturation point 


Continued from page 1 


more like an offshoot of 
Miami Dotted with US fast- 
food chains and clogged 
from nma to five with traffic, 
die island’s best known tour- 
ist spot is in danger of lasing 
its f-hayp l 

The influx of wealthy US 
retirees and highly-paid 
expatriate workers has 
unleashed a property boom 
that many locals fear will 
price them out of the mar- 


ket With the race on to 
develop "mega cruise ships" 
with a capacity of up to 5,000 
passengers, Caymanian tour- 
ist officials admit that time 
is running out for thpm. 

“Unless we do some thing 
quickly, tourists will start to 
look elsewhere for the seclu- 
sion they are seeking," says 
Mr Douglas Tardif at the 
Caymans’ department of 
tourism. 

“We want to attract 
higherspending tourists but 


in smaller numbers." 

Despite the upheavals that 
development has brought, 
the island's political system 
remains as tranquil as ever. 
Unlike Bermuda, where 
there have been some rum- 
blings about independence. 
Caymanians remain strongly 
in favour of maintaining ties 
with Britain. Locals recog- 
nise that the island’s colo- 
nial status gives the finan- 
cial sector an extra layer of 
stability. The absence of 


taxes also helps to dampen 
resentment at the colony’s 
exorbitant cost of hying. 

The Cayman Islands has 
one of the highest per eaptta 
incomes to the world and no 
taxes whatsoever!” says Mr 
Bill Walker, a lawyer based 
to the Caymans store 296K 
"Success always brings prob- 
lems with It such as higher 
prices, but everyone has a 
job and everyone is well- 
paid. That is what they , 
value toe most" 



MORVAL BANK & TRUST CAYMAN LTD. 

a wholly owned subsidiary of tte Swiss based Moral VbawiOer Group 


PRIVATE BANKERS 


- Asset Management 

- Company & Trust formation and administration 


Order your subscription to the 
Financial Times distributed daily in 


Latin 

America & 
the 

Caribbean 


Established in Cayman 1979 


Third floor. Piccadilly Centre 
Elgin Avenue, George Tbwn • 
Grand Cayman, Cayman Islands 
British West todies 
Tel(345) 949-9808 
Fax. (345) 949-9794 


Argentina, Bahamas, Barbados, Bermuda, 

. Bolivia, Brazil, Cayman tefemds, Chile, 
Columbia, Costa Rica, Ecuador, Guatemala, 
Jamaica, Mexico, Nicaragua, Panama, Peru, 
Puerto Rica, St. Martin, Trinidad, Uraguay, 

- Venezuela, Virgin Islands 
For more information, please contact: . 

' Michael Beac h , Financial Times, Area 
Manager, Latin America & Caribbean, 14 East 
. • 60th Street, New York, NY 10022 . 

Tel: 1212 688 6900 Fax:1212 688 8229 
or your usual BnanClad^tlmes representative 


COMFORT, CONVENIENCE 
AND ECONOMY. 
WHAT MORE COULD 
YOU ASK FOR 


The World Comes To Us 
For Financial Services 


The Sleep Inn, just a short walk to foe beach, is the 
closest hotel on foe Seven Mile Beach to downtown- 
Geoige Town-making it the perfect accommodation 
for both business travellers and vacationers alike. 
This convenient location is also; 


* 3 minutes from golf courses. 

* 3 minutes from Owen Roberts International 
Airport. 

* close to scuba diving, deep sea fishing, 
boating, island tours, & submarine trips. 

* near duty-free shopping. 


The Sleep Inn is a fall service hotel with a wide 
range of amenities including a boutique/dive shop, 
poolside bar & grill, colour satellite TV & radio, air- 
conditioned choice of queen room or suite, direct 
dial telephones and a tropically landscaped pool and 
whirlpool. 


taogXba&IifeflfMu, 
Zar Zurich. 


Sleep 


P.O.Box 30111 
Seven Mile Beach 
Grand Cayman 
Cayman Islands, B.W.l. 
Tel: 809 949 91 1 1 
Fax: 809 949 6699 
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The colony is trying to lose 
its image as a conduit for 
suspect money, write Edward 
Luce and Canute James 

Paradise 


pressure 


Leading figures in the 
Cayman Islands are fond of 
saying that the Caribbean 
tax haven has put the murky 
side of its past behind it. 
Reputed, like many other off- 
shore financial hubs, to be a 
conduit for drugs money 
laundering and a magnet for 
tax evaders* the British col- 
ony has always attracted 
critics. - 

Like most other offshore 
centres, It has come under 
strong pressure from on- 
shore countries, especially 
the US, to jettison its bank- 
ing secrecy la ws and open 
its books to outside authori- 
ties. 3ut unlike many: other 
tax havens, it has been mak- 
ing efforts to meet its detrac- 
tors halfway. 

Financial officials in the 
Caymans say that the terri- 
tory's self-regulatory system 
is among the most effective 
in. the world. The enforce- 
ment of the mutual legal 
assistance treaty with the 
US in -1390 and the enact- 
ment of the UK’s “proceeds 
nf criminal conduct'* law in 
1996 have won grudging 
praise from the authorities 
in Washington. 

"We have built up a very 
good relationship of 
cooperation with the US,” 
says Mr John Owen, gover- 
nor of the Cayman Islands. 
"Ite image of the Caymans 
as a centre for dirty money 
is long out-of-date - assum- 
ing it ever bad any truth to 

The mutual assistance 
treaty, - which enables 


exchange of information 
between the Caymans and 
the US in pursuit of the per- 
petrators of commercial 
crime, has had some effect in 
improving the colony’s repu- 
tation- But US officials say 
that the provision, which 
does not extend to tax crime, 
could go further. 

Bankers in the Cayman 
Islands say that the US 
would only be satisfied if the 
colony abolished its confi- 
dentiality law altogether. 
The law makes it a criminal 
offence (as opposed to the 
civil offence It Is in most 
countries) for banks to dis- 
close information about 
their clients. 

The Cayman government 
maintains that Its self-regu- 
latory system, which puts 
the onus on banks to cany 
out “due diligence" tests on 
their clients, is the most effi- 
cient monitoring method 
available. Officials argue 
that it works because the 
colony only licenses banks 
that can demonstrate that 
they are effectively regu- 
lated in their domestic base. 

In addition, they point out 
that capital adequacy ratios 
in the Caymans are stricter 
than in most other coun- 
tries. Ranks in the colony 
must set aside 12 per cent of 
their capital against risk as 
opposed to just 8 per cent 
under the. Bank of Interna- 
tional Settlement’s regula- 
tions. The need for more 
“intrusive" regulations, say 
Cayman officials, is there- 
fore redundant 
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“In the US, the Internal 
Revenue Service (IRS) can 
poke into anyone’s bank 
account at almost any time," 
says one banking executive 
in the colony. “If we adopted 
similar legislation we would 
not only he cutting our own 
throats but we would also be 
directly in breach of English 
common law." 

Police officers in the Cay- 
man Islands say that the 
criminal justice act, which 
«»mp into effect last Novem- 
ber, has already had a sain- 
tary effect on the territory’s 
financial sector. The law, 
which allows banks to alert 
the authorities to “suspi- 
cious” transactions by cli- 
ents without breaching the 
confidentiality law, has 
proved popular. 

Until November, disclo- 
sures were restricted to 


drugs money laundering. 
Under the new law, which 
makes it a criminal offence 
for banks to conceal 
instances of money launder- 
ing, all nffpnws , exclu ding 
tax crime, are covered. (As a 
no-tax economy the Cay- 
mans refuses to criminalise 
tax evasion.) 

“We have seen the number 
of disclosures rise signifi- 
cantly since the law came 
into effect” says Detective- 
Inspector Brian Gibbs, head 
of the colony’s financial 
crime squad. “We know 
most of the banks here are 
reviewing their accounts so 
we expect the number of dis- 
closures to rise even further 
later in the year." 

With more than USSSOObn 
in banking assets and more 
than SlOObn in mutual funds 
domiciled in the Cayman 



Troubled waters? The influx of tmvtsts moans the islands could lose their escapist Image 


Islands, officials concede 
that it is Inevitable that 
some of the capital flowing 
through the colony will be 
dirty. 

According to government 
statisticians, however, about 
90 per cent Of the hanking 
assets are defined as 
short-term inter-bank depos- 
its. Less than 10 per cent, 
therefore, can be classed as 
conventional bank accounts 
or trust funds. 

Despite this, a growing 
number of executives believe 
that the banking confidenti- 
ality law is fast outgrowing 
its usefulness for a financial 
centre that Is increasingly 
dominated by insurance 
business, mutual funds and 
other non-traditional types 
of finance. The secrecy law 
is no longer the colony's 
main selling point, they say. 


Yet - rightly or wrongly - it 
continues to cloud the Cay- 
man Islands' otherwise good 
reputation. 

"Most of the business done 
here is institutional." says 
Mr Brian RalToinp manag in g 
director at the Royal Bank of 
Canada Trust Company. 
“For institutional business 
such as eurobonds or mutual 
funds, banking secrecy is 
irrelevant. The trend is defi- 
nitely away from secrecy 
and towards quality of ser- 
vice." 

As the fifth largest bank- 
ing centre in the world and a 
leader in offshore debt issu- 
ance and securitisation, the 
colony’s future hinges on its 
ability to compete with on- 
shore rivals and stay ahead 
of its off-shore counterparts 
in the Caribbean. 

The continued growth of 
the Cayman Islands as a 
financial centre therefore 
depends on whether it can 
maintain its reputation for 
political stability while pro- 
viding some of the most 
innovative financial services 
available. 

“We regard ourselves as a 


bona fide International 
financial centre in competi- 
tion with centres like New 
York, London and Tokyo," 
says Mr Jurg Kaufmann, 
president of the Swiss Bank- 
ing Corporation's Cayman 
office and president of the 
colony’s banking associa- 
tion. “What investors want 
is a high-quality, one-stop 
financial shopping centre." 

The inauguration of the 
Cayman Islands stock 
exchange earlier this year 
and the merger of the terri- 
tory's currency board with 
its financial supervision 
office to create an autono- 
mous monetary authority 
were designed for just those 
reasons. 

The new monetary author- 
ity. which will be headed by 
Mr Neville Grant, an adviser 
to the International Mone- 
tary Fund, will put the Cay- 
mans on an even-footing 
with unitary supervision 
bodies in other centres. By 
de-linking it from the civil 
service, it will also enable 
the colony to pay its regula- 
tors higher salaries. 

“We plan to increase our 


supervisory staff by 50 per 
cent.” says Mr Mitchell 
Scott, acting head of the 
body. “We are strongly 
aware of the need to have 
the best regulation we can 
get and to be able to carry 
out better cross-border 
supervision." 

At the same time, the Cay- 
man government is making 
efforts to improve the qual- 
ity of its tourist industry - 
the other pillar of the territo- 
ry’s economy and its main 
source of employment. One 
of the most popular stop-off 
centres in the Caribbean for 
holiday cruise-liners, the 
Caymans attracted more 
than 700,000 passenger visits 
last year as well as 400.000 
land arrivals. Tourism 
accounts for 75 per cent of 
the economy. 

Yet with a population of 
just 30,000, the sheer scale of 
tourist numbers is taking its 
toll on the island's culture 
and its fragile ecological sys- 
tem. Once a tranquil beach- 
front, the famous Seven Mile 
Beach is starting to look 

Continued on next page 
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IN CAYMAN’S OFFSHORE INDUSTRY, 
CONNECTIONS ARE EVERYTHING. 


For die right connections In Cayman look no further. 

Over the fast thirty years Cable A Wireless has been 
the sole provider of telecommunications in the Cayman 
Islands. Over the same period Cayman's offshore 
industry has become' one of die biggest Hi the world. 

The business sector demands a re&tble communications 
network with sore of the art back-up and unparalleled 
service. CAW provide all this and more. 

Our continued Investment expansion plan has made 
Cayman* network equivalent to any other worldwide. 
With its fufy dfigkal network and fibre optic cables, 
co mmuy wation quality b excellent and more refiabte. 


Direct Fibre distribution to customers allows for high 
speed data capabilities such as Group 4 Fax and 
Vide© Conferencing. 

CAW believes in working closely with its customers 
to meet their specific needs. 

Our global presence in ewer fifty countries, includes the 
US, Europe and die Far East, allowing us to tap into 
future tedmofogy today. 

Our aim is » mate everyone take Cayman's advanced^ 1 
telecommunications systems for granted. 

Allowing you to concentrate on your own 
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business connections. SJS«Buu*e« 



CABLE & WIRELESS 
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‘Cayman. It makes a nice secure 
stepping stone on your way 
to New \brk and Latin America! 

Bermuda * British Virgin Isi.ands - Cayman • Cook Islands • Dublin 
Guernsey - Hong Konc; - l&i.e Of Man - Jersey - London * Luxembourg 
Mauritius • New York - New Zeai.and • Singapore • Western Samoa 

“The beauty of being exclusively offshore is 
that you can provide clients with an extraordinary 
level of freedom and flexibility. The beauty of 
being The Bank of Bermuda in Cayman is that 
you also offer a highly enviable degree of security. 
Not to mention the advantages of being close 
to the U.S. and the fast emerging opportunities 
of Latin America. 

“In the Cayman we have earned an excellent 
reputation for our banking, investment, trust 
and company management services. We offer a 
complete range of administrative and custodial 
services for mutual funds, unit trusts, personal 
trusts and investment holding companies. And 
we have achieved it on the premise of strong, 
personal relationships which are rare in banking 
these days. 

“If you have any questions about our 
services or benefits in Cayman, please call me 
on (345) 949-9898, or fax (345) 949-7959. Or 
send me your business card and I’ll call you. 
Bank of Bermuda (Cayman) Limited, P.O. Box 513 
G.T., 3rd Floor, British American Tower, George 
'Town, Grand Cayman, Cayman Islands, B.W.IT 

-^7 THE BANK OF BERMUDA 

Exclusively Offshore. 

www.bankofberpnidafoni 
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SPECIAL PURPOSE VEHICLES • by Edward Luce 


COMMERCIAL CRIME* try George Graham. 


A happy business medium The ‘cash courier* 


The SFV offers 
multinationals 
several ways to 
minimise taxes at 
their home base 

Bankers in the Cayman 
Islands are fervently imping 
that the UK will elect a 
Labour government at the 
general election in May. 
This, combined with the re* 
election of a Democratic 
president in the US last year, 
will ensure the money keeps 
rolling in, they say. 

Although the bankers are 
in deadly earnest, the off- 
shore centre’s “salad days” 
as the first port of call for 
expatriated earnings are 
largdy behind it The drive 
towards lower taxes and 
lower public spending across 


the developed world has 
taken the shine off the off- 
shore centre's traditional 
appeal. 

Even in Latin America, 
once a lucrative source of 
flight capital for the Cay- 
mans. political reforms and 
the drive towards fiscal 
orthodoxy have undermined 
the colony's attractions as a 
secret bolt hole for wealthy 
individuals. 

“The main source of busi- 
ness nowadays Is in areas 
such as debt structuring, 
captive insurance and finan- 
cial services for institu- 
tions," says Mr Bruce Putter- 
ill, a a attorney at Hunter & 
Hunter in the Caymans. 
“The growth area is in pro- 
viding services to big multi- 
nationals rather than to high 
net worth individuals.” 

Key to this development 


Cayman’s Most Comprehensive 
Investment Brokerage House 
Offers Flexibility and Access 
To All Major financial 
Markets: 

• Stocks • Bonds • Commodities • 

• Futures • Derivatives * Currencies * 

• Mutual Funds • Annuities • 


• Trust and Company Services available 
through our affiliate network * 


LOM 


Lines Overseas Management (Cayman) Limited 

"Truly International” 


First Floor. Genesis Building 
Jen nett Close, ko. box nw gt 
George Town, Grand Cayman 
British West Indies 


Telethons (345)949-5808 
Facsimile (345) 949-U3S 
httt-7Avww.Oceaws.com 
LOMffiCANoW.KV 


Dm arivo iMcm eo t « directed at pro fession al investors oaly 


are special purpose vehicles 
- subsidiaries set up by 
international companies to 
carry out specific functions 
such as iwoiing a eurobond 
or leasing aircraft to air- 
lines. The aim of the SFV, 
which is usually set up by a 
parent trust company also 
established in the Caymans, 
Is to minimise corporate 
taxes in the home base. 

Airlines benefit from tax- 
deduction by leasing rather 
than buying aircraft. This 
method, usually through a 
limi ted recourse company, 
has also been used to lease 
ships, trains, rolling stock 
and other capital goods. 

Another use for the SFV is 
as a joint venture company 
between a multinational 
Its counterpart for emerging 
market projects. Enron, the 
US power company, for 
example, has set up numer- 
ous joint venture v ehicles in 
the Caymans. Incorporation 
in the British colony enables 
the joint venture to minim- 
ise tax payments as well as 
providing the psychological 
advantage of being regis- 
tered on neutral ground. 

Companies wishing to 
reduce the tax burden of 
issuing debt set up SFVs to 
launch bonds in the Cay- 
mans. Proceeds from the 
bond can then be lent 
directly to subsidiaries else- 
where. Repayments of the 
loan reduce the multination- 
al’s tax bills and enable the 
vehicle to remain perma- 
nently viable- Of the 36,000 
companies registered in the 
Caymans, a growing number 
fit this description. 

“The Cayman islands is 
one of the world's leading 
domiciles for debt issuance,” 


says Mr Andrew Moon, a 
partner at Maples and 
Calder, a law firm with 
offices In the Caymans. “Spe- 
cial purpose vehicles mean 
companies can avoid prim , 
mum capital requirements 
and other restrictions on 
debt issuance in centres like 
London or Luxembourg." 

SFVs are also the incorpo- 
ration of choice for compa- 
nies wishing to securitise 
their assets. By issuing secu- 
rities backed up by Income 
from mortgages, credit card 
receivables, aluminium con- 
tracts or any other guaran- 
teed income stream, compa- 
nies can dramatically reduce 
their balance sheets. Again, 
the tax advantages of setting 
up a Cayman subsidiary to 
carry out securitJsalion have 
tempted many companies. 

Thai car rental firms, Indo- 
nesian property developers 
and Japanese sh oppi ng cen- 
tres have set up SFVs in the 
Caymans for this purpose. 
The colony is also carving a 
niche In private p lnremenf s 
of asset-backed securities. 
“There’s no one reason why 
the Caymans is the venue of 
choice for these types of 
bond issues,” says one 
banker. “But its ability to 
continuously re-invent the 
company and improve finan- 
cial structure is as good as 
any." 

Another popular use for 
the SFV Is for captive insur- 
ance, although this has been 
going cm since the mid-1970s. 
The rash of lawsuits against 
US hospitals and doctors for 
mftriicj ii malpractice in the 
1970s pushed the cost of 
insurance premiums to exor- 
bitant levels. This p r ompte d 
many US hospitals to under- 


Griffin Asset Management LLC 

767 fiflh avenue , 26ft floor, New York, NY. 10153 


Srcoasfnlly managing the UB. investmeris of mtemsdoasl dkuts 
with a time proven value investment approach. For iafesnitiaa sad 
performance details, contact Thomas A Fanrigfetti, Managing 
Director. 


Td; 212-832-9663 


Far 


212-319-6046 
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CAYMAN INSURANCE MANAGERS 
ASSOCIATION, ITD. 


and the following firms 


CHANDLER INSURANCE MANAGEMENT 
CRUSADER INTERNATIONAL MANAGEMENT 
IRMG -CAYMAN 
JOHNSON & HIGGINS 

marsh & Mclennan 

MIDLAND BANK TRUST CORPORATION 
(CAYMAN) LIMITED 

MUTUAL RISK MANAGEMENT 


have sponsored this advertisement 


The Cayman Insurance Managers’ 
Association Ltd. (CIMA) was formed in 
1981 shortly after the introduction of the 
Insurance Law 1979. The Association is 
open to all Insurance Managers licensed 
under the Law. 

The main reason for the Association's 
creation was to form a body which could 
liaise with Government and other 
professional bodies on matters relating to 
the offshore insurance industry; a role it 
has performed admirably. By meeting 
regularly with the Head of Insurance, the 
Financial Secretary and other Associations 


to foster and promote the offshore industry, 
the Cayman islands has become a world 
leader in the "CAPTIVE" concept Many of 
the amendments to the Insurance Law that 
have been passed by the Legislative 
Assembly are the direct result of CIMA's 
recommendations to Government 

In addition, the Association hopes to 
promote goodwill in the local community 
and an understanding of the role of the 
offshore insurance industry in the Cayman 
Islands, while encouraging professionalism 
and providing ongoing education to its 
member firms' staff. 


write their own insurance by 
setting up captive insurance 

companies in centres such as 
Bermuda and the Caymans. 

Although the Caymans 
has more than 400 captive 

over USJGtm in assets, the 
colony stfil lags far 
Bermuda in the captive 
insurance industry. Local 
insurance advisers, however, 
say that tt is beginning to 
attract captive insurers from 
the US in larger numbers. 
With a growing number of 
wealthy individuals and 
diversified companies under- 
writing their own policies, 
less than 40 per cent of cap- 
tive Insurance vehicles In 
the Caymans are now 
related to healthcare. 

"The advantage of under- 
writing insurance in the 
Caymans is to avoid the 
often horrendously bureau- 
cratic regulations in the US 
and to defer t ame wwtn ttw 
capital is repatriated,” says 
Mr Wayne Cowan, branch 
manager at Johnson & Hig- 
gins, a law firm specialis i ng 
In insurance. "Companies 
also like to have the flexibil- 
ity of rantrollfog their risk 
policies and the premium 
rates they pay.” 

An increasingly popular - 
type of vehicle is the 
deferred variable annuity, 
which enables rich individu- 
als both to underwrite their 
own insurance and to Invest 
their funds in tax-deferred 
sources of Income. 

Even more Innovative is 
the single purpose re-insur- 
ance company, which is in 
effect a form of securitisa- 
tion. By this method, an 
insurance company uses 
funds lent by a third party, 
usually banks, to create 
capacity for underwriting 
new business onshore. The 
Insurance company then 
repays the banks with the 
proceeds from a lb-year bond 
Issue that is backed up by 
the income stream from the 
policies it underwrites. 

However complex the 
structure, thou gh , the object 
is usually . the sanwr tax 
deferral. In cases such as 
this, it makes little differ- 
ence which party is in power 
in the US or the UK 


runs out of time 


Concerted efforts 
to purge the 
banking system 
of diny 'money 
are paying off 

When Mr David Can-ad 
arrived In the Cayman 
Islands with a work visa and 
a letter from the deputy 
financial secretary confirm- 
ing his employment as chief 
executive of the islands' new 
stock exchange, he thought 
opening a bank account 
would be a simple matter. 

He soon discovered, how- 
ever, that it was not. The 
bank required references 
before it would even con- 
sider his gnsfoP - 
The caution reflects steps 
to nUminatP criminal finan- 
cial activities in the Cay- 
mans. A 1 steal assistance 
treaty with the US. signed In 
1986 and ratified in 1990, pro- 
vides for the exchange of 
information between, law 
enfo rc emen t agencies. 

Legislation in 1992 made 
the laundering of drug 
money a criminal offence 
and obliged banks to report 
suspicious transactions. Last 
year, the Caymans followed 
that by extending its money 
laundering legislation to 
cover all serious crimes. 

Detective Inspector Brian 
Gibbs, who served for 30 
yearn with London’s Metro- 
politan Police before setting 
up the Caymans’ financial 
investigations unit in 1969, 
says he has received around 
500 reports of suspicious 
t ransactions since the drug 
money laundering legisla- 
tion came into effect. 

Two local banks that had 
been involved in a sates of 
US and Canadian Investiga- 
tions have been closed down. 
And bankers say lx is now 
extremely rare for someone 
to arrive in their offices with 
a suitcase full of crab . 

"We are proud of the fact 
♦ but the new criminal pro- 
ceeds law is a flag-flying 
operation. It states exactly 
what sort of business we are 


prepared to look at «sd what 
we are not," mya Mr Peter 
Lanier, managing director of 
QBC Bank and Trust Go. a 
subsidiary of Canada’s CISC 
group and oat of the Cay- 
mans’ largest banka. 
"Smaller jurisdictions may 
not be ready to «aat aside 
the more questionable kinds 
of business." 

Cash couriers do still 
arrive - one was arrested 
recently by cust o ms officers 
with 880,000 strapped to his 
body - text they axe more 
likely to try to filter the cash 
through real estate agents or 
company managers than 
directly throtgh a bank. 

For some foreign govern- 
ments, however, cause* for 
concern remain. They centre 
on the bank secrecy laws. 

"Law enforcement officers 
say their efforts are frus- 
trated by the difficulty of 
obtaining timely informa- 
tion. It is arguable whether 
Cayman is any longer justi- 
fied In saying that its posi- 
tion depends on bank 
secrecy,” says Mr David 
Bickford, a former legal 
adviser to the UK’s MIS and 
MI6 Intelligence agencies, 
who helped negotiate the 
Caymans’ original legal 
assistance treaty with the 
US. 

A few years ago, such a 
sentiment would have been 
almost heretical in the Cay- 
mans. Today, some are will- 
ing to agree that the secrecy 
laws may harm the islands* 
efforts to consolidate its 
image as a sophisticated 
financial centre rather than : 
just a tax haven. 

“Perhaps we have reached 
the time when the whole 
structure of the confldential- 
ity legislation should be 
reconsidered. There are 
those who feel the Confiden- 
tial Relationships law may 
now be doing a disservice to 
the Cayman Islands," Bays 
Mr Angus Foster, a senior 
member of toe Cayman Law 
Society. 

The law was enacted in 
1976 In response to a series . 
of attempts by US tax oftt- 


dato w«cwndttrtrretthtQ 
the Ctymafis uuL other <&. 

- star* nttUto. lVtoMu* 

war, cooteto pMtate for 

- information to ba rateapd to 
fctip criminal favMgB&ss 
hi other countries^ . 

"Our confidentiality. Jbsk 
Lation does ttb t ahtebHflhti. 

■ natty. It (feXtoatihibaite on 
wWda information tiWBM be 

shared. Anyone aging « a 
Bhield It datadad." «ya Mr 
George McCarthy, tbs Cay. 
man island* financial * 60 *. 

tafy. . 

But the Caymans* few, Uke 
extradition and tend a— 
tance treaties *tw where, 
requires requssts for.lnfiv- 
mation to satisfy a "dual 
criminality" test Tbe lnves- 
tigatton must target some- 
thing that te net only * 
crime In the requesting 
country, but (tap Sgafest the 
law to Qw Caymans 

That rule* .'--ant lax 
offences, since the fiWfr 
has no direct or indirect 
taxes and . therefore no law 
against tax evastak - 

Bankers insist that their 
island ceased to be used . 
solely because it w» a tax 
haven long ago, In vnetioo. 
most say they turn away cH- 
ents who m otrtfOiriy fry. 
tog to evade taxes in to* US, 
the UK and Canada because 
they are more trouble item 
they are worth. .- 

Nevertheless, the US con- 
tinues to be irked by the 
rase with which ite taxes 
can be circumvented in the 
colony and in other offehore 
centres. 

Whatever the future of the 
secrecy laws. Cayman bank- 
er* want to ensure tom to- 
ent confidentiality te pro 
tficraci 

Aa Mrs Jennifer Ofibert, 
former inspector of fknndal 
services and now executive 
director of Deutsche Morgan 
Grenfell in the Caymans 
says: "We should still 
remember that there are •_ 
legitimate reasons for want- 
ing same assurance cf confi- 
dentiality - and that off- 
shore centres are not the 
only ones offering that”. 





WHEREVER IN 
THE WORLD YOU ARE 
WE OFFER YOUR SUBSTANTIAL 
PERSONAL ASSETS AN 
ATTRACTIVE HOME. 





BARCLAYS PRIVATE BANKING 
CAYMAN ISLANDS 


h’a worth knowing (bat Barclays Private Banking 
Is dedicated, and expert in financial management tot 
those we individuals who have significant personal 
Please call GHvc Black at Barclays Private Bank & Trust 
(Cayman) Limbed, PO Boif4S7 GT, Grand Cayman. 
Cayman Islands. Telephone (343) 9497138. 
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Development Ltd. 
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We covertfw whole range of 
investment opportunities from 
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understand investing in Cayman, 
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Only a few 
in Latin America 
have a better 
perspective 
than we do. 


Interested In finding out what yourohiftcite are in ' 
Lslln America? We can tell yoaThte oomtoant la 
our bank's epedat fleldl of builrum. Bette coruatt 
us In George Town, Anderson Square SuifdlrrB, 

P.O. Sox 714, Grand Cayman. Ca^man tilands, B.WX, 
Tat: + 809/949 8688. Fax.- + 809/949 B8$fc ’ 
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FINANCIAL SECTOR • by Edward Luce 


Light touch 
draws the 


BANKING • by George Graham 



A client base to rival NY 


. . /Number 
..Estimated 


Mutual funds 


I Wlon. 




Sympathetic 
regulation has 
created a magnet 
for the world's 
institutions 

Spurred on by the bull 
market in US equities, the 
Cayman Islands has trans- 
formed its business profile 
over the past few years. 
Once dominated by personal 
hanking , the crown colony 
has rapidly become one of 
the largest domiciles for 
mutual ftinds in the world. 

With more than 1.500 
mutual funds ' registered in 
the Caymans, investing over 
USglOObh in the US and else- 
where. the dependent terri- 
tory, is comfortably the most 
diversified offshore centre in 
the region. 

“The type of business we 
do here has altered dramat- 
ically in the last 10 years,” 
says Mr Bill Walker, an 
attorney based in the Cay- 
mans. “In particular, the 
number of mutual funds 
based in the Caymans have 
sky-rocketed with the 
equally impressive growth of 
savings In. the United- 
States.".- 

Lawyers based in the off- 
shore centre say that most 
mutual fends are attracted 
to the Caymans by its light 
regulatory touch. - 

In many onshore centres, 
for prample, regulations pre- 
vent fluids from investing 
more than 10 per cent of 
their capital in any one com- 
pany. In the Caymans, a 
mutual fond could invest 100 
per cent of its cash in 
Afghan war bonds, if it 
wanted. 

"In places like Dublin and 
Luxembourg, mutual funds 
are heavily burdened with 
regulations and other 
restrictio ns," says Mr Brace 
Putterill, an attorney at 
Hunter & Hunter. “In the 
Caymans all you have to do 
is demonstrate that you are 
a legitimate business and 


the rest is up to you.” 

The availability of experi- 
enced accountancy and legal 
firms is also cited as a plus 
point over other offehore 
financial centres, such as-the 
British Virgin Islands and 
the Bahamas. The “Big Six" 
UK accountancy firms and 
at least trine of the world's 
most important law firms 
have offices in the Caymans. 
The presence of 560 interna- 
tional banks and the absence 
of taxation in any form are 
also strong pulling factors. 

In an effort to remain com- 
petitive with its offishore 
neighbours in the Caribbean, 
the Caymans inaugurated a 
local stock exchange at the 
beginning 1 of the year. The 
exchange, which is targeted 
primarily at mutual funds, 
has not yet received a list- 
ing. Nor, according to Mr 
David Can-ad. acting chief 
executive of the exchange, is 
It in any hurry to do so. 

"We are not setting our- 
selves any targets,” says Mr 
CamuL “Our priority is to 
ensure that it is a high-qual- 
ity stock exchange which 
wiH be trusted and beyond 
reproach to all those 
involved.” 

In keeping with the terri- 
tory's offkhore status, there 
will be no stamp duty or 
transaction costs on the 
exchange. There will, how- 
ever. be the requirement 
that listed companies com- 
ply with foil disclosure. 

The exchange, which will 
have its own page on Bloom- 
berg. will charge $1,000 for a 
secondary listing and $2,000 
for a primary listing. Listed 
companies will also be 
untroubled by specified 
redemption dates or diversi- 
fication clauses. Few, how- 
ever, believe that the Cay- 
mans' stock market will see 
much trading. 

For reasons of transpar- 
ency, most institutional 
funds in the US are debarred 
from investing in unlisted 
companies. This requirement 
has prompted 89 mutual 


Captive insurance funds 


StOObBRon' 



• .’Number 
. Estimated 

• Bounce 

funds- domiciled tn the Cay- 
mans to list in Dublin. Only 
a handful are ever traded. 
"We do not expect the funds 
already listed elsewhere to 
delist in favour of the Cay- 
mans." says Mr Can-ad. 
"Some, however, may want 
secondary listings here but 
we are primarily expecting 
to attract unlisted funds.” 

With the- new stock 
exchange and little sign of a 
correction on Wall Street in 
the near future, bankers in 
the colony are expecting the 
growth erf mutual funds to 
continue at the rate of 
recent years. The number of 

/We are 
primarily 
expecting to 
attract 

unlisted funds' 


funds domiciled in the Cay- 
mans has doubled since 1994. 

More significantly, they 
expect the degree of innova- 
tion and sophistication in 
the type of fond structured 
in the Caymans to continue 
to surprise onlookers. Under 
Cayman law, prospective 
fund holders have a wide 
selection of vehicles to 
choose from. 

US companies wishing to 
maintain tax parity with the 
US for aflkhore funds can set 
up limite d duration or lim- 
ited life companies in the 
Caymans. This enables them 
to be defined as partnerships 
under US law and escape the 
tax burden that would Ml 
on an unlimited company. It 
also enables them to attract 
European and other non-US 
investors wishing to invest 


$8£!iUiQaj 


in US equities without pay- 
ing US capital gains tax. 
Other vehicles include the 
unit trust, the limited part- 
nership company and the 
limited liability company. 

“Basically, you can set up 
any type of mutual fund you 
like with any purpose you 
wish," says Mr Joseph 
Keane, managing director of 
ABN Amro Trust In the Cay- 
man Islands. "In the last 
year or two we have seen a 
flowering of different types 
of fund." 

Of the 480 Cayman-based 
mutual funds surveyed by 
Coopers & Lybrand in 1995, 
fewer than half were dedi- 
cated solely to equity invest- 
ments. A proliferation of dif- 
ferent vehicles. Including 
funds devoted to deri v a tiv es, 
mortgage-backed securities, 
foreign currencies and 
money markets, has been 
registered in the last two 
years. Funds dedicated to 
single country investment 
including R nmeia and India 
have been established. 

The territory’s offshore tax 
status, however, places some 
limi ts on the growth of 
mutual funds. US laws 
designed to protect the gm«n 
investor and the sheer com- 
plication of managing a 
mutual fond from a remote 
offshore centre, effectively 
debars retail funds from set- 
ting iq) in the Caymans. 

"We are a niche market 
for institutional investors 
and individuals of high net 
worth rather than the small 
investor,” says Mr Sean 
Flynn, director of mutual 
funds at SBC in the Cay- 
mans. "What we offer insti- 
tutional investors is freedom 
from red tape. In the US you 
have to fill up 10 forms just 
to do anything. Here, you 
can forget all that." 


Why the Caymans 
is an offshore 
centre with 
decidedly onshore 
ambitions 

Total assets held by Cayman 
Islands banks have grown 
from US$2Q2bn to more than 

$500bn (£306.70bn) in the 
past 10 years. 

By some measures that 
makes Grand Cayman the 
world's fifth largest financial 
centre. With 47 of the 
world's 50 largest banks now 
operating there, the island 
would appear to have made 
its mark as an offshore 
financial centre. 

But Caymans' bankers 
have larger ambitions. 

"The distinctions between 
an offishore and an onshore 
centre have started to blur. 
We are comparing ourselves 
more to places like New 
York and London than to 
other offshore centres," says 
Mr Jttrg Kaufmann, execu- 
tive director of Swiss Bank 
Carp's Caymans affiliate and 
president of the Cayman 
Islands Bankers Association. 

Many banks on the island 
started with private banking 
services to wealthy clients, 
including trust services. 

"The great advantage of 
private banking is it is very 
consistent business. But the 
competition Is not sleeping," 
Mr Kaufmann says. 

Mr Gerald Williams, man- 
aging director of the Cay- 
mans operation of Coutts, 
the private banking arm of 
the UK's National Westmin- 
ster Bank, says that the 
robust legal system, bol- 
stered by its status as a Brit- 
ish dependent territory, has 
given the Caymans an edge 
in the trust world. 


"If you have got a lot of 
money and you set up a 
structure that is designed to 
take advantage of certain 
legislation, you want to 
know that the courts will 
uphold that legislation in 
years to come," he says. 

But clients are now 
looking for more than sim- 
ply a robust trust structure. 

“People are looking for 
wealth management They 
don't come to us any more 
just for a trust,” Mr W illiams 
says. 

Competition in the private 
banking market has 
increased as entrants, such 
as Goldman Sachs, the US 
investment bank, have set 
up. 

But Mr Kaufmann notes 
that much of the business is 
channelled into the Cayman 
Islands from each bank’s 
international network, so 
direct competition on the 
island is limited. 

"If a client is referred to 
me by our representative 
office in Venezuela, say. 
there is no way a competitor 
could get to that client. 
Equally, I don't see how we 
could get into CEBC's Cana- 
dian business," he says. 

From private banking, the 
Caymans has moved into 
corporate business. B ank s 
now handle large volumes of 
bond issues and special 
vehicles for structured 
finance. 

While the original allure 
for these vehicles was the 
absence of taxation, many 
now choose the territory for 
its lack of bureaucratic 
restrictions and for its legal 
expertise. 

"The purely tax aspect for 
me Is getting smaller and 
smaller," says Mr Kaufinann 
of Swiss Bank Corp- 

"What makes Cayman 


attractive is the very unbu- 
reaucratic way of doing busi- 
ness. There is regulation, 
but it is not so detailed that 
you have to fight red tape all 
the time." 

Mr Kaufmann says it 
would be possible for a fund 
manager or executive to 
arrive in the Caymans in the 
morning, visit a bank, an 
accountant, a lawyer and the 
monetary authority and 
complete business in time to 
catch the evening flight out 
- “if Cayman Airways had a 
flight in the evening." 

Despite an image of cater- 
ing only for wealthy non-res- 
idents, many banks find 
some of their most profitable 
business is straightforward 
local hanking . 

"Our international side is 
actually the smaller part of 
our business," says Mr Peter 
Larder, manag in g director of 
CIBC Bank and Trust Co, a 
subsidiary of Canada's CIBC 


group and one of the Cay- 
man's largest banka 

The local banking system 
has been dependent on 
cheques for payments, but 
an electronic network, the 
Cayman Automated Pay- 
ments System, or Caps, is 
being set up to provide real 
time interbank payments. 

Funded by Barclays, CIBC 
and Cable & Wireless, the 
telecommunications group 
that has a base in the Cay- 
mans. the new system has 
drawn on advice from Bacs, 
the UK electronic payments 
clearing house. It will auto- 
mate cheque and payroll pro- 
cessing. as well as direct 
debits. 

Mr Larder says he would 
also like it to handle settle- 
ment on the new Caymans 
stock exchange and antici- 
pates that it will also serve 
as the backbone for any 
development of debit cards 
in the islands. 


PAGET-BROWN & COMPANY LTD. 
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Grand Cayman 


Telephone 34S-949-5 122 
Telefax 345-949-7920 
E-Mail Page! <gi CandW.ky 





- '-M 



RBC 

DOMINION 

SECURITIES 


/. ijjji rigModc d&ta? located Canada* the United States, fhr # 

J^BOtibS m*PREClOWS IffiTALS 
*ril»MUtUALBJNDS 



Vjfif J"- 


CAYMAN ISLANDS SOCIETY OF 
PROFESSIONAL ACCOUNTANTS 




and the following firms 


ARTHUR ANDERSEN & CO. 


COOPERS & LYBRAND 


DEL0ITTE & TOUCHE 


ERNST & YOUNG 


KPMG 


MORRIS BRANK1N & CO. 


PRICE WATERHOUSE 


have sponsored this advertisement 


the Cayman Islands Society of 
Professional Accountants fClSPA") is proud 
to be associated with the success of the 
-Cayman islands Financial Industry. 

Since 1970, when GiSPA was formed, the 
accounting profession in the Cayman Islands 
has been providing quality services to the 
international financial services sector. 

Such services include auditing and account- 
ing, business advisory services, corporate 
management and administration, and reor- 
ganisation and insolvency. 

CISPA currently has a membership of over 
320 members with all members holding a 
recognised accountancy qualification. Over 
half the membership of CiSPA work in the 


Banking, Insurance and Mutual Funds 
Industries. 

Ail of the mayor international accounting firms 
have offices or are represented in the 
Cayman Islands, as well as a number of 
other international and local firms. 

The Cayman Islands are home to over 500 
licensed Banks and Trust companies, more 
than 400 Captive Insurance Companies, and 
an estimated 1,200 Mutual Fund Companies. 
The accounting profession has expanded to 
meet the needs of such businesses and is 
committed to play its part in the continued 
success of the financial services sector of the 
Caymanian economy. 



P roviding solutions to meet 

your financial needs is one of 
the things we do best. We take 
the time to measure and accurately 
assess your specific requirements and 
respond with the appropriate 
products. 

Our services provide a unique blend 
of integrity and professionalism 
backed by 30 years of experience 
in the Cayman Islands. 


We specialise in asset management 
services including investment 
management, trust, corporate, fund 
administration and related services. 
Our international network of offices 
and correspondents in key financial 
centres around the world means that 
wherever your business takes you 
Bank of Butterfield will be there. 

Please call us today to discuss your 
key to offshore solutions. 


1 § Bank of Butterfield 

Bank of Butterfield International (Cayman) Ltd. 

Butterfield House, P O Box 705. George Town, Grand Cayman. Cayman Islands. 
Tel: (345) 949-7055, Fax: (345) 949-7004 
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S ome over-the-counter pain 
relievers, including ibu- 
profen, might reduce the 
risk of developing Alz- 
heimer's disease by as much as 
60 per cent, US researchers said 
last week. 

A study by a team from Johns 
Hopkins University and the 
National Institute on Ageing 
seemed to hold out hope of a suc- 
cessful treatment for the memo- 
ry-robbing disease, the most com- 
mon form of dementia in the 
elderly. But it is not the only 
approach showing promise. 

Alzheimer’s is estimated to 
affect about 4m people in the US 
each year and kill 100.000. The 
number of victims is expected to 
increase sharply in the coming 
decades as the world’s population 
ages. Although there is no cure, 
researchers are hopeful that they 
will soon find treatments to stem 
the deterioration in function 
caused by the destruction of 
brain cells. 

“We are optimistic that we can 
do it.” says Zaven Khachaturian 
of the Alzheimer's Association 
Ronald and Nancy Reagan 
Research Institute - Ronald Rea- 
gan. the former US president, has 
the disease. “We are sorting out 
the puzzles of this disease and we 
are moving at a dramatic pace.” 

Unfortunately, the field is lit- 
tered with drugs that have failed 
to live up to expectations. 
Researchers for the latest study, 
the largest so far to involve anti- 
inflammatory drugs, warn 
against widespread use of Ibupro- 
fen to prevent Alzheimer's as it 
can lead to peptic ulcers and kid- 
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Marjorie Shaffer looks at progress in the search for treatments for the disease 

Alzheimer's in mind 


ney damage. The study was 
based on medical records and 
was not a clinical trial. 

Drug companies are developing 
more than 200 compounds that 
boost levels of key chemical mes- 
sengers in the brain. The drugs 
may enhance memory and learn- 
ing by improving the lines of 
communication in the brains of 
Alzheimer's patients. Clinical 
studies are under way to assess 
whether vitamin E can prevent 
brain-cell damage, and whether 
steroids can quell the inflamma- 
tion that accompanies the dis- 
ease. A combination of these 
approaches might further 
enhance cognitive abilities. 

One of the more intriguing 
leads comes from recent studies 
of oestrogen, the female repro- 
ductive hormone. US studies sug- 
gest it might play a crucial role 
in memory and learning. The 
hormone is mostly made tn the 
ovaries, bat easily crosses into 
the brain. 

The studies show oestrogen 
s timulates the growth of tree-like 
branches of brain cells called 
dendrites - which receive nerve 
impulses - and of tiny spines on 
the dendrites- It also appears to 
boost the level of the brain 
chemical acetylcholine, an impor- 
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Memories are made of this: an Alzheimer's patient tries to improve her hand co-onSnaSon 


tant link to memory formation. 

“In experimental animals 
deprived of oestrogen, the den- 
drites become Car less branched 
and the spines retract," says 
Dominique Toran-Allerand of 
Columbia University, New York, 
who studies oestrogen’s effect in 
the brain. Many brain cells con- 
nected to memory and learning 
also contain receptors, or docking 


areas, that are turned on by the 
hormone, she says. 

In a recent study at the Veter- 
ans Medical Centre in Tacoma. 
Washington, oestrogen sharply 
improved the memory and con- 
centration of a small number of 
women with Alzheimer’s. 

Twelve women were divided 
into two groups. Six received the 
hormone through a skin patch 


and the rest wore a dummy 
patch. Each subject did not know 
which group they were in. 

Eighty -vear-o Id Genevieve 
Mount was part of the study. “My 
mother had been in a complete 
cotton fog," says Kay Shaben, 
Mount’s daughter. "Her mind 
was frozen in the 1970s. She 
thought there was still a gas 
shortage and didn't realise that 


all her grandchildren had grown 
up and had children." 

Shaben. quickly sensed that her. 
mother was getting the oestro* 
g y i y "There was such an immedi- 
ate change," she says. "My 
mother’s conversations immedi- 
ately became more logical. She 
didn't go over the same subject 
over and over.” 

In formal asm gauging mem- 
ory and concentration. Mount 
and the other women who 
received oestrogen performed 
twice as well as those who did 
not. according to Sanjay 
Asthana, who conducted the 
study. Those who received the 
dummy drug had no change in 
their memory or concentration, 
he says. 

Asthana’s small study is the 
first controlled clinical trial to be 
completed of whether oestrogen 
can be used to treat Alzheimer’s. 
Uncontrolled studies have 
suggested that postmenopausal 
women who take the hormone 
may reduce their risk of getting 
the disease or delay its onset. 

Although the research is still 
in its infancy. Khachaturian 
says, it is “very exciting". How- 
ever. Alzheimer's experts say 
much larger studies are needed 


on the data «n cannot recom- 
mend that women routinely take 
oestrogen replacement therapy 
for redutfa* the risk of Ahheta- 
er’s," days Neil Buckholfes, acting 
associate director of ; the National 
Institute on Ageing. The institute 
is supporting a study of oestro- 
gen in 120 women with the di* 
eas& Results wffi. not be juawa 
for at Jussi h year. 

All the studies so far Involve 
only postmenopausal women 
because they experience a sharp 
drop m oestrogen levels. In men's 
brains testosterone Is -converted 
to oestrogen, but levels remain 
fairly constant throughout life 

O estrogen Is already used 
to treat menopausal: 
symptoms, prevent osteo- 
porosis and reduce heart disease 
risk in women/But tt has bees 
.linked to breast cancer and can- 
cer in the lining afthe uterine 
wan. 

Studies - on oestrogen, anti- 
inflammatory drugs or . other 
potential treatments - are rais- 
ing hopes that Alzheimer’S cad 
some day be prevented, but hopes 
should not be raised too soon. 

“We see i m provement tn people 
who take anything for this dis- 
ease." says Steven DeKosky, . 
director of the Alzheimer's Dis- 
ease Research Centre at the Uni- 
versity of Pittsburgh Medical 
Centre. 

“Sometimes it is just the hope 
and excitement that surrounds a 
new treatment that leads to 
short-term Improvement." he 
says. After a short time, benefits 
prove illusory. 


Cryptographers crack it 

Quantum physics offers secure codes, writes Bruce Dorminey 
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I f quantum cryptographers 
hare their way, the days of 
shuttling secret codes 
between embassies and 
government agencies will soon 
be numbered. Foolproof 
cry p togra phy rooted in quantum 
physics rather than 
mathematical algorithms is just 
over the horizon. 

Based on quantum mechanics, 
the fundamental theory 
describing atomic and subatomic 
phenomena, the at™ of quantum 
cryptography (or QQ is to allow 
unconditionally secure 
transmission of the key code 
over a normal silicon optic-fibre 
using random infrared 
laser-generated photons. 

Over quantum systems, 
eavesdropping disturbs the 
particle code's momentum, 
leaving a mark that someone has 
been intruding on the 
transmission. It also sabotages 
any hopes of breaking the code. 

“With point-to-point systems, a 
guy physically goes every month 
with a suitcase handcuffed to his 
wrists to deliver the key which is 


used for both encryption and 
decryption," says Nicolas Gisin, 
a QC researcher and applied 
physicist at the University of 
Geneva. “That may be acceptable 
for embassies, but you can't have 
that for large banking or 
insurance communication." 

Banks, stock exchanged and 
large corporations generally use 
two keys, one for encry pti on and 
one for decryption. But such a 
system can never be 
unconditionally secure since it 
relies on computational 
complexity. Theoretically, an 
eavesdropper with rniHmitPri 
computing power can break the 
system. 

That is never the case with QC. 
The code is simply a random 
sequence of polarised photons 
sent as a one-time key. It is 
different every time, cannot be 


copied and is cheaper than 
classical key cryptography 
because it is done automatically. 

The confidential message is 
typed into a normal letter 
keyboard which is automatically 
transformed into binary code. 
Next, a polarised filter 
magnetises photons along either 
horizontal, vertical or diagonal 
axes, with each axis signifying 
different binary values. 

Since this takes place within a 
specially transformed personal 
computer, by the time the 
confidential message leaves the 
desktop it is folly encrypted and 
can be safely sent along any 
unsecured channel. At the 
receiving end. the process is 
reversed. 

Operating on an animal budget 
of only SFr 400,000 (£273.000). 
Gisin and colleagues were the 


first to prove that QC would 
work along any commercial fibre 
network. Their tests involved 
sending infrared light pulses 
along 23km of optical fibre 
under Lake Geneva. 

Now, apart from a few- 
technical refinements involving 
noise redaction and 
amplification, Gisin believes the 
technology is ready to be 
commercially implemented. 

QC could be used to secure 
contracts sent via e-mail, digital 
signatures, passwords, and other 
Internet-based verifications. 

At present, QC for 
home-to-home use is impractical 
because optical fibres do not run 
directly into most homes. Bnt for 
a bank sending an encrypted 
message to its local branches, 
the system would work welL 
Gisin predicts that within 20 


years QC will form the basis for 
most confidential 
communications involving local 
inter-office links between 
hanking, insurance, and related 
financial industries. 

Meanwhile, in the US, 
qnantnm researcher James 
Franson and co-workers at 
Maryland's Johns Hopkins 

University Applied Physics Lab 
hare been sending photons 
through open air in broad 
daylight in the hope of sending 
and receiving QC signals from 
low satellite orbit 

British Telecommunications 
has also been testing quantum 
systems, the latest of which links 
PCs with op to 30km of optical 
fibre, as well as demonstrating 
how the technique could be used 
on an Internet-like multi-user 
optical network. 


“If some technical issues ean 
be cracked." says Paul 
Townsend, BT*s team leader for 
quantum optics at its UK 
laboratories near Ipswich, “then 


it may be possible to build small, 
secure key distribution systems, 
perhaps available as a QC 
plug-in card for a personal 
computer." 


^ THE GOVERNMENT Of LEBANON 

Th* Office of Jitc kf mister cf Slate for Admm i zana i r* Reform A 
The CottacSfor Development A Reconstruction 

General Notice 

National Administrative Rehabilitation Program 
Pre-qualification of Suppliers & Consultants 

The Government of Lebanon has received a Joan from the Arab Fund 
for Economic A Social Development based in Kuwait towards die 
cost of rehabilitating the capacities of 11 Lebanese Public 
Autonomous Agencies. The Office of the Minister of State for 
Administrative Reform (OMSAR) in collaboration with the Council 
for Development & ResonsirucUos (CDRl intends Vo apply a portion 
of the proceeds of this knn to eligible payments under contracts for 
which this invitation for pre-qnatificaiion is issued. Contracts 
encompass the following activities: 

1. Pnmsofl of basic office equipment* coramunicatioa systems. 

2. Provision of office technology including PCs, peripherals, 
networks, etc., establishing baric information applications, 
formulating general master plans for information systems, 
providing training and after-sale ma i n te n a n ce of both equipment 
sod systems. 

3. Various specializ e d training in addition to equipping a large 
ttiecoimnnincatian training center. 

4. Consultancy services in the fields of policy A p rog ram 
formulation, re-engineering of administrative structures, 
functions, and processes, etc. 

5. Project Management. 

Eligible suppliers A. consultants who wish to pre-qnaEfy are 
welcome to address inquiries A obtain pre-quaHfication forms 
starting the fifth of March, 1997 at the following address: 

The Office of the Mtabter of State lor AdarinMnthe Reform 
Storm BUg. - George fleet Street - Room 519 
Beirut — Lebanon 

Tel: (++WJ) ( 01)371504/6* Extil65 - Fax: (++961) (01)371599 
E-MAIL: feoMnihayedtgomr.govJb 
Miss tjwnia El Maobsyed - Pro jec t Coordinator - 
TednicaJ Cooperation Umt 

Pre-qualification is opa to finns A wriuntardy fanned John ventures from 
ehgfbld source countries in accordance with the requireroeocs & 

procurement procedure* of foe Arab Fund. 

Forms shall be completed and returned not later than April IS*, 1997. 


MIGRATION HELP LINE 

Whether it's the lure of Australia or a career move to UK. Cooper 
Lancaster Brewers, a top 30 firm of chartered accountants, can advise 
you. Our newly established migration team ean help with (til aspects 
of migration, from private to corporate, temporary visas to permanent 
residence, and all business migration. 

For a five assessment of your migration potential, fax or write to: 
Helen Burnard (registered migration agent 50073 AusU 
Immigration Services Manager, 

COOPER LANCASTER BREWERS 
8th Floor, Aldwycfa House, 81 Aldwych, London WC2B 4HP 
FAX: 0171 242 2444 or PHONE: 0171 242 1117 
E.mail: clb.co.uk 


The Financial Times plans to publish a Survey on 

Liechtenstein 

on Tuesday, June lO 


For further bitormatioo. please contact: 

Uocfaay Swpparf Tel: +44 17X973 322G Fate +44 171873 3204 w 
John RoOey {Geneva] Tel: +41 22 731 1604 Fax: +41 22 731 S4S1 
Ernst Jenny tsehwanden) Tel: +41 5S 644 3070 Fax: +41 55 644 3076 
or your usual Financial Times representative 


FT Surveys 


INTERNATIONAL PEOPLE 


Chicago’s OCC 
gets new deputy 

Market clearing and settlement 
organisations are, ordinarily, 
dreary domestic businesses, but 
the Chicago-based Options Clear- 
ing Corporation has managed to go 
global, packaging and selling inter- 
nationally the technical systems 
that have made it successful at 
home. 

As the equity options business 
grows globally, and domestic stock 
markets on almost every continent 
initiate options trading, the OCC’s 
techniques and experience have 
been widely consulted and have 
developed into a lucrative side 
business for OCC. 

The man most responsible for 
tbis international expansion is 
George Hender. a lawyer and 10- 
year OCC veteran. Hender. 52, has 
now been named OCC management 
vice chairman, in recognition of his 
role in growing the OCC’s business 
during the past decade, Wayne 
Lutheringshausen, OCC’s chair- 
man. said Hender had helped 
define OCC’s overall business 
direction and bad a major Impact 
on the options business in general. 

The OCC is jointly owned by the 


five US equity exchanges whose 
derivatives trades it clears: the 
American Stock Exchange, the Chi- 
cago Board Options Exchange, the 
New York Stock Exchange, the 
Pacific Stock Exchange and the 
Philadelphia Stock Exchange. 

Perhaps the most exciting proj- 
ect now before Hender is a coopera- 
tion between OCC, the Chicago 
Board Options Exchange, and the 
Swiss stock exchange, to develop 
and sell screen-based options trad- 
ing systems that one day could 
link options trading and trade 
clearing worldwide, allowing trad- 
ers round-the-clock access to deriv- 
atives on a large menu of interna- 
tional equities. Laurie Morse. 
Chicago 

Philippines Shell - 
new chief executive 

Oscar Reyes, vicepresident of legal 
and corporate affairs of Phfiipinas 
Shell Petroleum Corporation, has 
been appointed chief executive of 
Shell companies in the Philippines, 
with effect from May L He replaces 
Reinier Willems, who wffl take up 
the position of Shell director of pet- 
rochemicals outside Europe. 

The Philippine oil sector was 


deregulated last month, allowing 
an influx of new players to chal- 
lenge the triumvirate of Shell, 
Petron and Caitex and ending 
state-con trolled pricing. In antici- 
pation of increased competition in 
the market. Shell has invested Slba 
in the past four years, of which the 
bulk was spent on a new refinery. 
During the last 12 years, the group 
has increased its market share 
from 18 per cent to ® per cent. 

Reyes. 51, joined Philippine 
Petroleum Corporation in 1971, 
after graduating in economics from 
the Ateneo de Manila university 
and taking an MBA from Harvard 
Business School. After Shell took 
over the group in 1986 he became 
general manager for treasury and 
planning. During 1990-92 he was 
based in London as regional 
finance adviser for south America 
and subsequently became 
vice-president for human 
resources. Justin Maroszi, Manila 

Change at Mexico’s 
Grupo Bimbo 

One of Mexico’s most publicity-shy 
companies is to have a change at 
the top. Grupo Industrial Bimbo - 
which commands up to 90 per cent 


of the country’s market for pack- 
aged bread and cakes - has 
announced that chief executive 
Roberto Servitje is stepping down 
in May. after 52 years. 

Servitje, a second-generation 
immigrant from Catalonia, founded 
Bimbo in 1945 together with his 
brother Lorenzo, who remains the 
group’s chief shareholder. Lorenzo 
Servftje handed over the chief exec- 
utive’s post to Roberto three yearn 
ago; now Lorenzo’s son’s Daniel 
Servitje. 39, takes command. 

The challenges for the publicly 
listed company win be to widen its 
exports and operations abroad - 
which accounted for 16 per cent of 
its I5bn peso sales last year - and 
to branch out into other parts of 
the packaged food industry. 

But Roberto Servitje. who will 
remain chairma n , has some major 
achievements behind him. Despite 
Mexico’s depressed domestic econ- 
omy, Bimbo's sales have consis- 
tently grown for more than two 
years. Daniel Dombey. Mexico City 

Currie moves across 
to banking 

Peter Currie. 46, is wrapping up 
three hectic years at Northern 


Telecom. Canada’s International, 
telecommunications equipment 
maker, to move to the Royal Bank 
of Canada on April 7. He will 
become executive vice-president 
and chief financial officer and be 
part of the bank’s tt® seven-man 
policy committee, along with John 
Cieghom, chief executive. 

“We built a strong financial team 
and accomplished much at Nortel", 
he said. “The Royal Bank job was a 
tremendous opportunity for 
me . . . .The bank has to reduce 
costs and reposition its product' 
lines, but also diversify outside 
Canada. I hope to contribute to all 
three objectives, especially diversi- 
fication", he added 

The Royal, with C$234bn assets 
and Canada’s biggest bank, said 
Currie will succeed Emile Bolduc 
as chief financial officer. Bolduc 
continues as vice chairman respon- 
sible for Quebec and European 
operations and will take on added- 
respansibilities. 

Wes Scott, 50. with an extensive 
background in finance and tele- 
communications, takes Currie’s job 
at Nortel, stepping up from execu- 
tive vice president corporate. Nor- 
tel is controlled by BCE, Canada’s 
biggest private sector company. 
Robert Gibbens, Montreal 


ON THE MOVE 


■ Gary Moss has joined the 
worldwide executive board 
of SAATCHI & SAATCHL 
bringing the board’s 
numbers up to 12. He 
oversees the agency's 
Procter & Gamble business. 

■ DATA WORKS 
CORPORATION has 
appointed two new board 
members. Tony Domit and 
Roy Thiele-Sardina. Domit 
was with Xerox for 22 years 
and Thiele-Sardina with Sun 

Microsystems for more than 
11 years. 

■ NATIONAL 
SEMICONDUCTOR have 
appointed Roland Andersson 
as vice president and general 
manager Europe, replacing 
Hans Rohrer. who is leaving 
to pursue other interests. 

■ HONGKONG 
TELECOMMUNICATIONS 
has appointed Robert Lerwill 
as an executive director. He 
became Cable and Wireless’s 
executive director of finance 
in January. 

Ik EUROTUNNEL has 
appointed Pierre-Yves Rogez 
as director of purchasing. 

■ Donald Koziol has been 
appointed president of AON 
SPECIALTY GROUP. 

■ Larry McCurdy has been 
appointed president, chief 


executive and a director of 
ECHLIN, replacing Scott 
Greer, who resigned as 
president in January, ami 
Frederick J. Mancheski, who 
retired as chief executive in 
February. Joseph Onorato 
has been appointed to the . 
newly created position of 
vice-president and chief 

fmanrial OfflCCT. 

■ PHILIPS has appointed 
Mike Moakiey as regional 
executive North America, in 
addition to being president 
and chief executive of 
Philips Electronics North 

America. 

■ Stephen Holden has been 
appointed managing director 
of PILKINGTON France, 
replacing Christophe Guiflot, 
who has been promoted to 
the post of commercial 
development director of 
Pilkington Europe. 

■ Alok Vajpeyi 1ms been 
appointed representative and 
head of equities In India for 
BZW, based in Bombay. 

■ Klaus Petersen has been 
appointed president, 

Hercules Europe, based in 
Brussels, for HERCULES, 
the US speciality chemicals 
company. Peter Hutton 
replaces him as vice 
president at Hercules paper 
technology division, Europe. 

■ John Dean and Nick 
Triggs are joining Fox-Pitt, 


Kelton (FPK). the 
international investment 
banking group, from Chase 
Inves tment Bank Limited. 

■ MATTEL has appointed 
Michael Rosicki as president 
of Mattel Canada. 

■ ALUMAX said George 
Stoe. an executive 
vice-president and company 
director, has resigned due to 
management differences. 

A! umax has no immediate 
plans to replace him. 

■ Irene Greco, chief 
operating officer and 
executive vice-president of 
FINANCIAL BANCORP, has 
resigned. The company has 
appointed chief financial 
officer James O’Gorman to 
the addional post of 
executive rice-president. 

m THE CHICAGO 
MERCANTILE EXCHANGE 
has appointed two new 
directors: David Puth is 
managing director in Chase 
Manhattan Bank’s forex 
derivatives group, and Verne 
Sedlacek, executive 
vice-president and chief 
fi n a ncial officer of Harvard 
Management, a subsidiary of 
Harvard University. 

■ GOLD FIELDS NAMIBIA 
has appointed Hugh 
Robinson as its new 
managing director from 
April l. Robinson has been 
the managing partner in 


Namibia for Ernst & Young 
since 1985. 

■ Henrik Olejasz Olsen has 
been appointed vice-director 
of DEN DANSKE BANK and 
head of its financial division, 
replacing Peter Engberg 
Jensen, who has been 
appointed director of 
Nykredit. Denmark’s largest 
building society. 

■ IBJ SCHRODER BANK 
AND TRUST has appointed 
Alan White as manag ing 
director in charge of the 
syndications group. He joins 
from CIBC Wood Gundy 
Securities, where he was a 
director in the loan 
syndications group. 

■ FUJI XEROX chairman 
Yotaro Kobayashi is 
expected to resign as 
Japanese chairman of the 
Japan-US Business Council 
in July. A Successor will be 
appointed at a general 
meeting of the council in 
June. 

■ AMERICAN RE has 
appointed Kenneth 
Kaczmarek as president of 
American Re Asset 
Management, American Re’s 
investment management 
unit. 

■ The TIMBERLAND 
COMPANY has announced 
several new appointments in 
Europe. Jim Sellgman, 
former president of Speedo 


International, has been 
appointed to the new 
position of senior 
vice-president of 
international and chief 
executive of Tfaiheriand’s 
European operations. 

Patrick Babota is now 
heading Timberland’s 
French subsidiary. Peter Pio 
Hofenbetzer has recently 
joined Timberiand from 
Swatch, to head up 
Timberiand’s German 
subsidiary. 

■ VOLKSWAGEN 
management board member 
Jens Neumann will replace 
chairman Ferdinand Pffich - 
as supervisory board . 
chairman of SKODA from 
April 16. 

■ DEUTSCHE MORGAN 
GRENFELL has appointed 
James Walker to bead .its 
Latin American research 
division in New York. 

■ UNITED AUTO GROUP 
INC has appointed Marshall 
Cogan chairman and chief 
executive, effective April 17. 
succeeding Carl Spielvogel. 
who has resigned 

■ David Young has been 
appointed president of 
DURACELL EUROPE with 
responsibility for afi sales, 
trade marketing and 
customer relations activities, 

■ Andrew Carl Wllk has 
been promoted to senior 


vice-president of 
programming and 
production at NATIONAL 
GEOGRAPHIC 
TELEVISION. 

■ Hazel O’Leary, former US 
secretary of energy between 

1953-97 has joined the board 
Of 1 CF KAISER . " 

international: 

IA.C Moore has joined US ; 

investment bank 
PRINC IPAL F INANCIAL. 
SECURITIES as senior 
vice-president and chief 
investment strategist. Moore ~ 
will serve as an ad visor to 
Principal Financial 
Securities' chief executive; : . 
executive committee, 
research department and 
investment consultants on 
the Investment strategy for 
the company and cheats. 

■ The RESERVE BANK OF 
AUSTRALIA has appointed 
Philip Lowe as head of the 
economic research 
■department . . 
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THE CAYMAN ISLANDS 5 1 

TOURISM • by Canute James 

DOING BUSINESS • by Edward Luce 
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On the charm offensive 


Crutee ship 


A. tighter niche in 
the market is 
sought as the 
islands reach 
saturation point 

In other circumstances, the 
deliberate sinking of a Rus- 
sian frigate by the Cayman- 
ian authorities just off Cay- 
man Brae would have been 
accompanied by the unpleas- 
ant noises of modem naval 
battle. In the event, applause 
greeted the quiet fall into 
100ft of water of Frigate 
#356. renamed the MV Cap. 
tain Keith Tibbetts by the 
Caymanians. 

The frigate, moth-balled in 
Cuba and bought by the Cay- 
manians through the Rus- 
sian embassy in Havana for 
. about $250,000, has quickly 
become an important attrac- 
tion in the territory’s grow- 
ing tourist industry. “Cay- 
man Brae felt it was not 
getting enough from tour- 
ism," says Mr Douglas Tar- 
dif, the acting director of 
tourism. 

. “The destroyer was towed 
. from Cuba and sunk to stim- 
ulate interest. Diving the 
wreck is now very popular. 
Many divers visit the Cay- 
mans specifically to dive a 
Russian ship." 

Tburistn is the main p illar 
of the economy, accounting 
for 70 per cent of gross 
domestic product and 75 per 
cent of the government’s 
revenue. There has been a 
steady growth in the volume 
.of both cruise ship and stay- 
over visitors in the past four 
years, reaching 1.1m last 
year. 

The administrators of Cay- 
manian tourism, and the 
island’s business leaders, 
feel that continued expan- 
sion could be at a price that 
the territory cannot afford. 

Playing host each year to 
40 times as many visitors as 
there are Caymanian resi- 
dents win put pressure on 
the environment and sup- 


port services. The danger is 
obvious on the days George 
Town slows to a crawl when 
it is taken over by thousands 
of day trippers from cruise 
ships. 

There is little space left on 
the famed Seven Mile Beach 
for building more hotels 
increasing the Caymans' 
capacity beyond the current 
level of 2.100 rooms. Satura- 
tion threatens, forcing the 
islands to seek controls on 
the numbers of visitors and 
to attempt to attract a more 
specific market. 

“I think the Cayman 
Islands has gone in too 
much for the mass market." 
says attorney Mr William 
Walker of W.S. Walker and 
Company, who has seen the 
territory grow into a l eading 
resort 

“These are very small 
islands with fragile econo- 
mies. If tourism is built op 
too much, we could run out 
of facilities. We need to limit 
numbers. We should forget 
the number count and go for 
quality and we will have 
more money coming in. 
What will it be like here In 
20 years? This is what wor- 
ries me." 

A Cayman Islands holiday, 
however, is not for back- 
packers and campers. Tour- 
ism administrators argue 
that the islands offer a high 
quality holiday. They 
already target the higher 
end of the market as one 
way of preventing the 
resorts becoming over- 
whelmed. 

“We have targeted the 
upscale market," says Mr 
Tardif. “Studies indicate that 
the average visitor to the 
Cayman Islands has a family 
income of over $100,000 a 
year. The Cayman Islands is 
a relatively expensive holi- 
day. but there are few com- 
plaints about this because 
we stress the quality of the 
product" 

A less subtle approach is 
being taken to control the 
number of cruise visitors to 
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George Town, which has 
grown by about 5 per cent a 
year, and is expected to 
reach over 400,000 this year. 
A cap of 6,000 viators a day 
will allow some growth but 
will lead to reduced ship 
calls when larger vessels, 
with about 5.000 passengers, 
visit t he islands. 

The authorities have 
increased policing of ships, 
and penalised lines that 
have damaged reefs and ille- 
gally discharged effluent 
wi thin the boundary of Cay- 
manian waters. 

Like other resorts in the 
Caribbean, Cayman Islands' 
tourism is * frequently 
affected by developments in 

‘These islands 
are small and 
fragile. We 
should forget 
the number 
count and go 
for quality" 

its important markets. Most 
tourists visiting the islands 
come from the US. Efforts to 
attract wealthier visitors 
have cushioned fluctuation 
in tourism revenues caused 
by changes in the health of 
the US economy. 

Other factors have affected 
the volumes of visitors. The 
number of stay overs 
declined just after the Gulf 
War because of American 
concerns about security 
overseas. Changes in the val- 
ues of currencies against the 
US dollar have sometimes 
made a European holiday 
more competitive for North 
Americans. 

The Cayman Islands, like 


other Caribbean tourist des- 
tinations, has lost some visi- 
tors to the efforts by several 
US states to offer a cheaper 
and s afe r holiday. 

■ There is an attempt to 
broaden the market. In addi- 
tion to increasing promotion 
in apd the UK, there 

are plans to encourage a 
larger flow from Japan. This 
is being supported by a bid 
to expand the attraction of a 
Caymans holiday beyond the 
traditional sun, sea and 
garni 

Tourists are encouraged to 
visit a botanic park that 
offers flora and fauna indige- 
nous to the Cayman Islands. 
Pedro Castle, built as a tradi- 
tional great house at the end 
of the 18th century and later 
the seat of the first elected 
assembly, will also attract 
tourists interested in his- 
tory. says Mr Tardif. 

Meanwhile, the govern- 
ment is at pains to protect 
the environment. A turtle 
farm, open to the public, not 
only produces for the local 
market but also releases 
thousands of turtles each 
year, to repopulate those 
threatened in the wild. 

The Cayman islands feces 
competition in the region 
from Aruba, which aims at a 
similar mar ket., say officials. 
But. as at other Caribbean 
resorts, there is another na g - 
ging worry. 

“We could face serious 
competition from Cuba, if 
and when it opens up, 
although this competition 
will not be permanent 
because the country will not 
cater to the type of tourists 
we do," says Mr David Bird, 
chairman of the Cayman 
Islands Chamber of Com- 
merce. 

“Cuba, however, is a veri- 
table sleeping giant in Carib- 
bean tourism." 


Exorbitant labour 
and rental costs 
have yet to 
outshine the 
Caymans" appeal 

If imitation is the sincerest 
form of flattery, the Cay- 
mans ought to be in the 
business of self -congratula- 
tion. As the largest offshore 
centre in the Caribbean, the 
Cayman Islands is a model 
for newer competitors such 
as the Turks and Caicos 
Islands. 

Whenever the Caymans 
adopts good or innovative 
legislation, such as its com- 
pany trust framework or its 
laws against money launder- 
ing, it tends to be duplicated 
shortly afterwards. 

One aspect of the Cay- 
mans which rivals will not 
want to follow is the colo- 
ny’s very hi gh cost of doing 
business. But banks with 
offices in the Caymans say 
that the benefits of operating 
out of the colony still com- 
fortably outweigh the disad- 
vantages. 

The availability of many of 
the world's largest banks 
and some of the most 
renowned legal and accoun- 
tancy firms within five min- 
utes gentle walk of each 
other, is a luxury few can 
overlook. The ease of doing 
business and the nharms of 
the island's surroundings 
are seen as a potent combi- 
nation by local bankers. 

Given the choice between 
the Cay man Islands and Ber- 
muda for a February or 
March annual meeting few 
companies would hesitate - 
at least while costs re main 
similar. 

“Which would you prefer, 
a cold rock in the middle of 
the Atlantic or a sun- 
drenched Caribbean island?" 
asks Mr John Pitcairn, direc- 
tor of Mutual Risk Manage- 
ment, which manages cap- 
tive insurance companies in 
the Caymans. “Hie pleasure 
of holding AGMs in the Cay- 
mans is definitely a plus fac- 
tor in its favour.” 

Despite this, there is grow- 
ing concern that increasing 
costs in the colony will begin 
to deter new investors 
unless remedial action is 
taken. At US$60,000 to 


$70,000 a year, the cost of 
hiring a junior manager in 
the Caymans is almost twice 
as high as the average rate 
in the Channel Islands or the 
Isle of Man. 

As only half the colony's 
population of 30.000 was 
born locally, companies 
often hire expatriates at 
even higher costs. A work 
permit for an executive can 
be $7,000 to $8,000 a year. 
The rent on a three-bed- 
roomed condominium is 
between $4,000 and $6,000 a 

month. 

“There is no doubt about 
it. costs are a growing 
worry," says Mr Brian Bal- 
leine, managing director of 
Royal Bank of Canada Trust 
in the Caymans. “Hie prob- 
lem is that It is almost 
impossible to bring the cost 
of labour down. The popula- 
tion Is too small for that" 

Mr Bill Walker, head of a 
local law firm, says that 
companies often find it 
impossible to fill even rou- 
tine jobs with local people. 
“We have companies adver- 
tising for a secretary that 
don’t get a single reply," 
says Mr Walker. 

With almost no scope for 
reducing the price of labour, 
the Caymans is attempting 
to put a lid on other types of 
cost. Last year, the colony 
cut the fees for registering 
companies by about 50 per 
cent in a package that the 


private sector helped draw 
up. In return for the govern- 
ment agreeing to lower fees 
on applications to set up a 
company. local law Arms 
agreed to reduce charges. 

At S410. the government 
says that the basic fee for 
processing an application for 
an exempted company is 
lower than in many other 
offshore centres. “We real- 
ised we were in danger of 

pricing ourselves out of the 
market.” says Mr Delano Sol- 
omon, the island's registrar 
general. “We estimate that 
the total costs of setting up a 
company [between $5,000 
and si 5,000. including pri- 
vate sector fees] in the Cay- 
mans is probably better now 
than the regional average." 

As a no-tax economy the 
Caymans has very limited 
scope for reducing costs any 
further. Dependent entirely 
for its budget on the revenue 
from corporate fees, port 
charges, stamp tax on prop- 
erty and duties on imports, 
it can only realistically com- 
pete on quality of service. 
This will mean squeezing 
more value out of a competi- 
tive financial sector. 

“The problem is we 
already offer very high-qual- 
ity service," says one 
banker. "The quality of 
labour is high, electricity is 
reliable, communications are 
good - although expensive - 
and the regulatory system is 


lean. It is hard to know what 
more we can do to remain 
ahead of the game." 

Few offshore centres can 
match the Caymans for 
speed of service. An individ. 
ual or a company wishing to 
set up a subsidiary in the 
Caymans can process their 
application within two hours 
according to the registry 
office - although the aver- 
age is more like two days. 
With the help of its private 
sector consultative body, the 
15-member legislative assem- 
bly can draw up a quality 
statute within three months 
of inception. 

Apart from the high cost 
of communications, which 
Cable & Wireless, the local 
monopoly, says it is plan- 
ning to rectify, the scope for 
improvement is limited. Mr 
David Bird, chairman of the 
local chamber of commerce, 
says that the Caymans real 
advantage comes from the 
simplicity of its regulations. 
As long as it remains easier 
to do business in the Cay- 
mans than elsewhere, the 
colony will attract money. 

“To put it frankly, offshore 
financial centres thrive on 
fear of higher taxes, fear of 
interfering regulations and 
fear of political instability." 
says Mr Bird. “As long as 
the Caymans can provide 
minimal but high quality 
regulations we will continue 
to do good business." 





Just one of the reasons why business men and women Bee going to the Cayman Islands 
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T he National Trust for the Cayman 
Islands is a statutory, membership- 
based conservation organization, managed 
by a core of permanent staff under the 
guidance of a Council elected by the 
membership. 

The Trust's work is funded by individual 
and corporate memberships, grants from 
many sources, fundraising events and 
sales, and by bequests and donations. It is 
also supported by free or discounted 
services from many local businesses, and 
by tireless volunteer efforts from many 
people throughout the local community. 


Working to preserve the Cayman Islands ' natural 
environment and places of historic significance, 
for present and future generations. 



The National Trust for the Cayman 
Islands now owns and manages 
seven nature reserves and seven his- 
toric properties, distributed among 
the three Cayman Islands. 

Major Trust properties include the 
Booby Pond Nature Reserve on 
Little Cayman, a major seabird 
. breeding rookeiy which is Cayman's 
first Ramsar site. Ancient undis- 
turbed tropical woodlands and 
wetlands are protected in Grand 
Cayman's Mastic Reserve and 
Salina Reserve, while Cayman 
Brae's endangered parrots nest in 
the Brae Parrot Reserve. 

With the Mission House in Grand 
Cayman's first capital, Bodden 
Town, the Trust's historic sites now 
include one of Cayman’s oldest 
buildings. 


For more information on: 

The Trust and its goals, current projects 
and activities 

Corporate or personal membership in the 
Trust 

Ways you can support the Trust’s work 


Contact: 

Wendy Moore, or Fred Burton 
National Trust for the Cayman Islands 
P O. Box 31116 SMB, Grand Cayman 
Cayman Islands 
British West Indies 

Tel: (345) 949 0121 
Fax:(345)949 7494 
E-mail: ntrust@candw.ky 


Forthcoming Financial Times Surveys 

Monterrey 

- Tuesday, May 6 

Bolivia 

- Monday, May 26 

Brazilian 
Finance & 
Investment 


- Tuesday, June 3 


For more information, please contact: 

Michael Geach in New York 
Tel: 212 688 6900 Fax: 212 688 8229 
or your usual Financial Times representative 
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Martin Wolf 


Russia’s missed chance 

By failing to stick to its radical reform programme, Moscow has prolonged 
economic decline and unnecessarily widened the gap between rich and poor 


On my first visit in five 
years to Moscow last week. 
Russian communism 
seemed already to belong to 
another era. HappQy. the 
majority of Russians agree, 
as was demonstrated in the 
presidential elections last 
summer. But if history has 
discarded the evil empire, 
what will take its place? The 
answer to that question 
remains almost as obscure - 
and as dependent on Mr 
Boris Yeltsin - as ever. 

If the reforms that started 
in 1992 had been pursued 
vigorously and consistently, 
a favourable outcome to 
Russia's transformation 
would have been considera- 
bly more probable than it 
now appears to be. It is not 
that nothing has been 
achieved over the past five 
years. On the contrary, 
inflation was finally 
brought down to low levels 
dtuing 1995 and three quar- 
ters of the economy has 
been privatised. 

Nevertheless, the failure 
to complete the conquest of 
inflation and the liberalisa- 
tion of both prices and trade 
in the first year or two of 
reform was a serious mis- 
take. The performance of 
the economy, the effects on 
the people and the growth 
of corruption and inequality 
have, as a result, all been 
more unfavourable than 
they needed to be. 

Between December 1991 
and December 1996 con- 
sumer prices increased 1.700 
times, wiping out the life 
savings of everyone who 
lacked real assets. Unhap- 
pily, this includes virtually 
every honest Russian. 
According to the issue for 
the last quarter of 1996 of 
Russian Economic Trends 
(London: Wtaurr Publishers, 
forthcoming), the ratio of 
households' assets to gross 
domestic product collapsed 
from 100 per cent in Decem- 
ber 1900 to 10 per cent by 
the end of 1993. Today. 80 
per cent of the population 
has no savings at afi. 

As the authors of a recent 
study* demonstrate. 


"although stabilisation pal* 
icy is widely attacked as 
'shock therapy* which pen- 
alises the poor, the reality 
is, in fact, precisely the 
opposite”. Thus the failure 
to bring inflation down 
quickly, far from helping 
the poor, injured them. It is 
they who hold their assets 
in cash and rouble- 
denominated deposits. The 
rich and powerful enjoy 
access to hard currency and 
other hedges against infla- 
tion. 

The persistently high 
inflation also undermined 
the recovery of output after 
its inevitable initial decline 
between 1990 and 1992. The 
experience of other reform- 
ing economies in central 
and eastern Europe and the 
former Soviet Union demon- 
strates that sustained recov- 
ery will only follow success- 
ful stabihsatioo. 

Prices were bound to 
jump in early 1992 after the 
initial liberalisation of many 
prices. But the failure to 
bring inflation decisively 
back down in the subse- 
quent months delayed 
recovery for years, thereby 
contributing hugely to the 
unemployment, hidden 
unemployment and wage 
arrears of today. 

Admittedly rough - and 


certainly exaggerated - esti- 
mates suggest that Russian 
GDP experienced seven suc- 
cessive years of decline, 
with output last year falling 
to little over half Its level in 
1989. Only recently, after 
the victory over inflation, 
have signs of recovery 
emerged. In Poland, by con- 
trast. where stabilisation of 
inflation worked quickly, 
there were only two years of 
declining output, the cumu- 
lative decline being less 
than 20 per cent 

This failure to stabilise 
inflation quickly Is under- 
standable, particularly 
given the disastrous budget- 
ary position. As the chart 
shows, expenditure of Rus- 
sia's consolidated govern- 
ment was 66 per cent of 
GDP in 1992, when revenues 
were only 44 per cent Ever 
since the government has 
been struggling to cut 
spending faster than it has 
been lasing revenues. 

It has failed. Spending 
was slashed to 37 per cent of 
GDP by the first half of Last 
year, but its revenue was 
well below that level These 
heroic efforts to achieve fis- 
cal balance have also, unfor- 
tunately, been at the 
expense of large arrears on 
sums due to those depen- 
dent on government for 


The struggle for stabilisation 

Annual % change In goods CPI 
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their pay or pensions. 

In 1996. for example, 
spending was only 81 per 
cent of the budget. This 
inability to spend reflects 
the failure to raise planned 
revenue. Only 16 par cent of 
taxpayers complied folly 
with their obligations to the 
budget in 1696, with 73 large 
enterprises responsible for 
40 per cent of the arrears. 

Mr Yegor Gaidar, deputy 
prime minister during the 
early reforms, notes that 
across the transforming 
economies of central and 
eastern Europe and the for- 
mer Soviet Union the shar e 
of fiscal revenue in GDP is 
inversely related to speed in 
bringing inflation under 
control. The irony, he con- 
cludes, is that those who 
rejected shock therapy as 
too brutal have ended up 
with a smaller and weaker 
state than they would have 
otherwise had. With a reve- 
nue base under 3Q per cent 
of GDP. the capacity of the 
Russian state to meet the 
demands upon it is now 
extremely limited. 

The failure to stabilise 
swiftly has not only dam- 
aged the poor and weakened 
the power and credibility of 
the state. It also greatly 
facilitated the accumulation 
of unearned wealth by those 
with access to money and 
influence. The combination 
of highly subsidised credit 
and availability of valuable 
commodities at controlled 
prices created opportunities 
for vast profiteering. The 

winners in this game could 

then take advantage of pri- 
vatisation to turn their new 
wealth into permanent con- 
trol over many of Russia’s 
most valuable assets. 

Thus, the slowing of the 
pace of reform after 1992 
impoverished the many and 
enriched the few; it pro- 
longed the decline In out- 
put; it weakened the state's 
capacity to raise revenue; 
and it increased opportuni- 
ties for corruption. In all 
these many ways, it 
severely weakened the repu- 
tation of the reformers and 


undermined the credibility 
of the reforms they had pro- 
moted. For this sad out- 
come, the dire political and 
economic situation of Rus- 
sia itself was the principal 
explanation. But Mr Yelt- 
sin’s vacillation and. not 
least, the failure of the West 
to give him timely financial 
support and advice are also 
heavily to blame. 

Failure to complete the 
early tasks of stabilisation 
and liberalisation is history, 
but it is not ancient history. 
It bears directly on the task 
ahead of tire government to 
be announced this week. 

The delay in putting Rus- 
sia firmly on the path of 
recovery makes success now 
mare urgent - though also 
more difficult The new gov- 
ernment must achieve irre- 
versible stabilisation; 
deregulation of competitive 
business; regulation of 
monopolies; tax reform; and , 
a thorough rethinking of i 
social spending. It must ; 
learn to interfere less, but ( 
more effectively. . 

Russia will not return to ] 
communism. Kit what it 
vnU become instead remains 
open. It may develop a 
dynamic market economy 
and a working democracy. 
But it may. Instead, 
embrace a corrupt and des- 
potic corporatism. Or it 
could be an amalgam: turbu- 
lent itself and a source of 
turbulence in others. 

Gives the personalities in 
the wings of politics, much 
still depends on Mr Yeltsin, 
now in his last years in 
office. His will and determi- 
nation remain crucial His 
new government promises 
to be the first to attempt 
coherent reform since 1992. 
He must give it all his back- 
ing if it is to complete the 
task his reformist govern- 
ment of 1992 set out to 
achieve. 

‘Less Inflation, Less Poverty, 
Brigitte Granville and 
Judith Shapiro with Oksana 
Dynnikova, Discussion 
Paper 68 (Royal Institute of 
International Affairs. 1996) 
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Stefan Wagstyi and Robert Corzineon 
Shell's new stance on business practices 


The plan by Royal Dutch/ 
Shell to consult environmen- 
tal and human rights groups 
on sensitive projects is a 
belated recognition of the 
influence on mult i nationa l s 
of international public 
opinion. 

The company is respond- 
ing to the public roasting It 
received in 1995 over its 
operations in Nigeria follow- 
ing the execution of Mr Ren 
Saro Wiwa, the minority 
rights activist and its pro- 
posal to dump the Brent 
Spar oil platform in the 
Atlantic Ocean. 

Shell's move, announced 
yesterday. Is particularly sig- 
nificant given the company's 
reputation for being among 
the most secretive and arro- 
gant of multinationals. If 
Shell is really opening up, it 
suggests lasting changes are 
under way in the interna- 
tional business community. 
By committing itself to talks 
on human rights as well as 
environmental issues, the 
group is moving into terri- 
tory hitherto avoided by 
even the most progressive 
companies. 

In its revised statement of 
business principles. Shell 
says it supports “fundamen- 
tal human rights in lfag with 
the legi tima te role of busi- 
ness". 

"This opens a potential 
Pandora's box.” says Mr 
John Elkington, chairman of 
SustaiNability. a London- 
based consultancy. “If you 
tell some governments 
you're going to discuss 
human rights, you might not 
get a project at alL” 

Like other companies. 
Shell is responding both to 
growing public interest in 
development issues and to 
the increasing speed of inter- 
national communications. 
“Its a CNN world,” says Mr 
John Jennings, chairman of 
Shell Transport and Trading, 
the UK arm of the Anglo/ 
Dutch group. “And that 
means its a show- me world, 
not the trust-me world of the 
past" 

Twenty years ago, news of 
unrest in remote oil areas 
might have taken days to 
reach the nearest city, let 
alone the wider world. But 
the spread of video cameras 


and satellite phones and 
faxes means even minor inci- 
dents receive a rapid inter- 
national airing. 

Mr Tim MelvMo-Ross, the 
director general of the Insti- 
tute of Directors, says most 
companies still apply differ- 
ent standards to operations 
in the developing world to 
those in their home country. 
“But there is a convergence 
between the two sets or val- 
ues." 

More and more companies 
are trying to develop grgup- 
wide. consistent policies 
towards the environment. 
Their watchword is "sustain- 
able development" - balanc- 
ing economic growth and 
environmental protection. 
Among the leaders is Mon- 
santo. the US chemicals 
group, which in the early 
1990s invited non-govern- 
mental organisations For 
brain-stonning sessions with 
senior managers. 

As Monsanto has discov- 
ered to its cost, however, 
even companies with 
enlightened reputations can 
run into controversy. The 
group is under attack over 
its sales of genetically-al- 
tered soya beans, which 
NGOs claim sets dangerous 
precedents. “There are still 
big differences of opinion 
about what is sustainable 
development,” says Mr Elk- 
ington. 

Shell acknowledges it has 
“no magic insights” into cor- 
porate responsibility and 
that its revised policy state- 
ment is unlikely to end the 
dilemmas it feces in several 

Shell is 

responding both 
to growing public 
interest in 
development 
issues and to the 
increasing speed 
of international 
communications 


countries. Although Shell 
will he “more activist" in 
negotiations .with question- 
able host governments “it 
would be incredibly danger. 
QUA if we were to become the 
final moral arbiters" of 
whether controversial ^ 
and gas development shank! 
go ahead, says MrJeasntega. 
"Drawing a line in the sand 
- is the essence of gavernment 
responsibility.'’ : 

For their pan. NGOs nre 
wary of getting too cfoea to : 
business until they ora coo- 
v Incod of genuine -co- 
operation- “Companies like 
Shell must first provethat 
their attitudes have 
changed." says Ms Matin! : 
Mehra, international cam- 
paigns officer for Friends of 
the Barth. “And even if we 
co-operate we must keep out 
right to speak out publicly." 

Greenpeace taktfa 
slightly more conciliatory 
approach. In spite of its spec- 
laculor role in the Brent - 
Spar affair when its activists 
boarded the rig to prevent 
its scuttling. “Companies are 
becoming more receptive." 
says Mr Steve WarshaL-edk 
tor of Greenpeace Business, 
the organisation's magazine. 
For example. Unilever, , the 
Anglo-Dutch food group, last - 
year agreed to stop using 
fish oil produced by hoover- 
fishing in the North 1 S«« 
after talks with Greenpeace 
and other NGOs. The com- 
pany is now workiiig with 
NGOs to set up a Marine 
Stewardship Council to cam- 
paign for environmentally 
sustainable fishing. 

Companies with retail 
operations in Industrialised 
countries - such aa Unilever 
and Shell - are the most vul- 
nerable to NGO pressure.. 
But even smaller companies 
with no high street presence 
want to avoid the embarrass- 
ment of a public hounding. 

Enterprise Oil. the UK’s . 
largest independent 
explorer, . last week pub- 
lished new internal guide- 
lines stressing that all busi- 
ness should be conducted an 
an ethical basis. There are, it 
says, "too many people, 
including shareholders and 
employees, monitoring our 
activity to do anything in a 
cavalier manner." 
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German government is not guilty 
of creative accounting over Emu 


From Mr Klaus Kinkel 

In his FT Interview of 
March 17 (“Mover and 
shaker”), Gerhard Schroder, 
prime minister of Lower Sax- 
ony, states that the German 
government is employing 
“creative accounting” to 
achieve tbe stability criteria 
for commencement of the 
third stage of economic and 
monetary union. This is an 
irresponsible attempt to 
frighten the people of Ger- 
many. and one which 
implies that the German 
government is not treating 
the stability criteria seri- 
ously. 1 utterly reject this 
insinuation. 

The German government 
remains fully committed to 
introducing the euro on 
schedule on January 1 1999. 

Another thing most be 
absolutely dear: there wfQ 
be no soft euro. The time- 
table is conditional upon 
strict adherence to the crite- 


ria as they are agreed by all 
in tbe treaty. The decision 
will be taken in 1998 on the 
basis of the actual data from 
1997. Without creative 
accounting. 

Those who, like SchrOder, 
would like the euro to be the 
“crowning" of the Integra- 
tion process are in fact seek- 
ing to postpone it indefi- 
nitely. On the contrary, the 
introduction of the euro - 
founded on a Europe-wide 
culture of stability - will 
give Europe, both economi- 
cally and politically, the 
stimulus to integration it 
needs to be able to continue 
to play in the first division 
of the international political 
and economic league in the 
21st century. 

Tbe key factor is the cul- 
ture of stability. On this we 
have made huge progress all 
over Europe - and this has 
only been achieved through 
the prospect of the euro. 


Only a few years ago most 
member states had budget 
deficits of between 5 per cent 
and 6 per cent or more. In 
1996, four bad new borrow- 
ing of under 3 per cent, and 
six more between 3 per cent 
and 4 per cent. 

This is the great opportu- 
nity for our economy; a 
Europe-wide area of stability 
in which the German culture 
of stability is adopted by our 
partners and the stability of 
the euro ts guaranteed for 
tbe future through an inde- 
pendent European central 
bank and the stability pact. 

If we do not take this 
opportunity now, who knows 
when we will see it again? 

Klaus Kinkel, 

federal minister for foreign 
affairs. 

Foreign Ministry, 

Adenauer Aflee 99-103, 

D 53 113 Bonn, 

Germany 


Germany is it MillC 
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Conscientious members of meat industry 
know good practice earns better margin^ 


From Mr Andy Tucker. 

Sir, Philip Stephens’s anal- 
ysis is, as always, thought- 
provoking and lively, but his 
article concerning the meat 
Industry (“Seeds of mis- 
trust”, March 14) misses two 
important points. 

The first is that it is sim- 
ply not true that all partici- 
pants in the meat chain have 
created the current problems 
by money-pinching. 

Many farmers bought feed 
and supplementary cattle in 
good feith and have since 
lived with tbe chaos which 
has been created by inept 
politicians. Although it 
never makes good press 


there really are fanners, 
abattoirs and processors who 
do the job property and 
responsibly. They know that 
good husbandry goes hand 
in hand with better margins 

and returns. 

Second, tbe huge driving 
force of the multiples has for 
years pushed the meat 
industry for uniform product 
at ever cheaper prices. This 
may at last be changing and 
not just in the premium 
retail sector. 

With h i gh er disposable 
incomes, consumers seem to 
be prepared to pay a small 
premium for products that 
have been produced with 


weUare/en viro nm ental con- 
siderations. 

A crucial challenge for the 
multiples today is to pass 
some of the premium back 
down the chain, if it is true 
that some members of the 
meat chain are guilty of - 
money-pinching, it is up to 
the consumers and multiples 
to play their part in making 
sure that they do not need 
to. 

Andy Tucker, 
managing; director, 
Yorkshire Premier Meat, 
Aston Street, 

Sheffield. S2 5BD, 

UK 


Embarrassing questions over Warburg trade 


From Mr John Pordyce. 

Sir, I am writing in con- 
nection with your report 
“Embarrassing times for 
SBC Warburg” (March 13). I 
quote: “Short selling ahead 
of programme trades Is 
accepted as normal prac- 
tice ... so long as share 


prices do not fell too much." 

What has happened to the 
famed “Chinese walls"? 
What has become of the first 
rule of stockbroking - one 
deals to the best advantage 
of the client? 

What has become of the 
role about “insider trading"? 


Does the Securities and 
Futures Authority have any 
teeth and if it does, why does 
it not use them? 

John Fordyce. 

9 bis Rue Casimir Final 
92200 Neuilly, 

France 


Prom Mr Robert Solomon 

Sir, The Europe article by 
Profeasore Modigliani and . 
Baldassarri (“A euro minus. . 
the D-Mark", March 14) sug- 
gests that the Bundesbank 
might succeed in keeping 
Germany from qualifying for 
European economic and 
monetary union and that the 
other European Union coun- 
tries should go ahead with- - . 
out Germany. 

It seems to me that this - 
proposal ignores both an 
important political reality . 
and a bit of European Mone- 
tary System history. . 

.. Wbat is driving France 
and Germany to form Emu 
is what motivated de Gaulle 
and Adenauer as well as Dis- 
card d’Estaing and Schmidt: - 
to bind Germany and France 
together so as to prevent a . 
repetition of the terrible 
events of the . first half of the v 
Kith century: They are try- _ 
tog to achieve a political end , 
via economic means. 

France also has economic .. 
reasons for wanting to 
replace EMS with Emu. It 
follows that France would 
not want to go ahead with- 
out Germany. 

it is also worth remember- 
ing wbat happened during 
the EMS crisis in the sum- . 

mer of 1993. when there was . 

heavy speculation against 
the franc. 

A French proposal for 
dealing with that crisis was 
that the D-Mark should tem- 
porarily withdraw from the 
exchange rate mechanism 
(ERM) of the EMS. It turned 
out that the Netherlands. 
Belgium and Luxembourg, 
and perhaps other countries, 
would have followed Ger- 
many, leaving France with 
relatively weak currencies in 
what remained of the ERM. 
The proposal was dropped. 

Something similar could * 
happen in the unlikely event 
that Franco tried to fisge am 
Emu without Germany. 

Robert Solomon, 
guest scholar.- . 

The BrookingslnstitBtion, 
8502 W. Howell Road, ' 
Betheada, MD 20817 
US 


















Jewel in the Royal Collection 

To see the Mughal illustrations in the Padshahnama of Shah-Jahan all at 
once is an opportunity not to be missed, writes William Packer 


T he Padshahnama of Shah. 

Jahan is one of the great- 
est treasures of the Royal 
Collection and without 
question one of the most 
important of Islamic manuscripts 
and works of art in the country. But 
.by its very nature it is one of the 
least well-known, a volume of test 
and related illustrations held in the 
Royal Library at Windsor, seldom 
exhibited and even then only by an 
open page at a time. 

Never since it was first assembled, 
and not perhaps even then - for the 
exact manner and sequence of its 
making are stiS closely debated - 
has it been possible to see its illus- 
trations aD at once. Lately, however, 
need of conservation not so much of 
the paintings themselves, which 
were in remarkably fine condition - 
being shut up in a book has its 
advantages - as of the mounts and 
decorated borders, required the old 
Ending to be broken up. 

This interval before rebinding 
presents at last a natural opportu- 
nity to show the lot Happy coinci- 
dence with the 50th anniversary of 
In dian independence, has allowed 
these Mughal paintings to return to 
Delhi for the first time in 200 years, 
the first loan to the sub-continent of 
any kind from the Royal Collection. 
Bach again for this show in London, 
they then go to the US before return- 
ing home to the Royal Library, to be 
r eassemb led and the book shut once 
mare. 

The Padshahnama came into the 
Royal Collection in 1799 as a gift 


from the Nabob of Oudh. It is the 
contemporary account of the life and 
reign of the emperor Shah-Jahan, 
sou of Jahangir and fifth in direct 
line from Babur, founder of the 
Mughal dynasty that ruled over 
most of India from the 16th to the 
18th centuries. 

Shah-Jahan. builder of the great 
forts at Agra and Delhi and of the 
Taj Mahal, reigned from 1628 to 1658. 
The Windsor volume is incomplete 
in that it ends after only the first ten 
years of the reign, but of the surviv- 
ing versions it is the only one that is 
illustrated. These 44 sheets in 
gouache and water-colour are not all 


by the same hand, nor are all the 
artists known, but they are clearly 
by the best imperial court artists of 
the time. 

The subjects treated begin with 
the early exploits and campaigns of 
Prince Khurram, as Shah-Jahan was 
before his accession. They continue 
with court ceremonies and particu- 
lar events, with some elision and 
conflation of date and incident no 
more than natural in so evident an 
exercise in imperial glorification. We 
see the accession itself* the weighing 
of Shah Jahan in silver; the wedding 
processions of his sons; the defeat 
and grisly execution of rebellious 
lords; the capture of the European 


trading port of Hoogly; a lion hunt 
the siege and capture of Orchha and 
Udgir; and at last the wedding of 
Prince Awrangzeh, the less-favoured 
younger son who was eventually to 

usurp bis father. 

In this las t image, as in all the 
paintings, iconography and formal 
composition are of the first impor- 
tance. Par these are not only works 
to a general purpose, but specific to 
the politics of state, with closely 
recognisable portraits of the princi- 
pal characters. We must understand 
that the more formalised the p06e, 
the grander the personage, and for a 
noble not to be shown in profile, the 


more particular the slight. Place- 
ment. pecking order, was every- 
thing. Common soldiery and retain- 
ers were shown more naturally in 
the round, and the noble women of 
the court not at all, for their place 
was out of sight 

And here we have Prince Awrang- 
zeb ostensibly welcomed back by bis 
father. Yet there he stands on the 
step outside the railing, his body 
half-turned as he raakpg his obei- 
sance. far below the imperial bal- 
cony. where Shah-Jahan looks side- 
ways into the distance. He is beyond 
the pale. 

But fasHnating as such reading is, 
it is the quality of these works as art 


that finally takes the breath away. 
And it is not just the fineness of the 
detail, asto nishing though it is. that 
does it, nor the graphic wit of the 
description - the elephants whisking 
their tails in the procession; the 
green pallor of the leading rebel as 
his head Is sliced oft the bright trou- 
sers of the dancing girls; the flies 
buzzing round a severed head. 

The true quality is more abstract 
and painterly than that, the counter- 
point of formal abstract structure, 
whether of balcony, court or canopy, 
against constant visual movement, 
the swirl and hubbub of the crowd, 
the sweep of the landscape, the rush 
of the mad elephant. But underlying 
all is an instinctive, essentially 
abstract formal control of element 
against element - the cushions of 
the wedding gifts against the tur- 
bans of their bearers; the Gutter of 
the pennants above the elephants’ 
saddle-cloths below; the tilt of a 
bright root the vortical fall of shape 
against shape. 

The shadowy artists of the Pad- 
shahnama, Balchand. Bhola, Murar, 
the Kashmiri Painter and the rest, 
were true artists. This remarkable 
exhibition is their proper celebra- 
tion, the 'fine catalogue, at once 
meticulous and lavish, a lasting 
record. 


King of the World - The Padshahn- 
ama: The Queen's Gallery. Bucking- 
ham Palace SW1. until* April 27, 
then on tour to Washington, New 
York, Los Angeles, Fort Worth and 
Indianapolis. 


The subjects include the accession of Shah-Jahan; 
his weighing in silver; the wedding processions of 
his sons and the grisly execution of rebellious lords 



Imperial princes: detail from The wedding procession of Prince Shah-Shuja’ 


Theatre/AIastair Macaulay 


A tepid look at 
backstage politics 



Michael Pennington and Felicity Kendal in ‘Waste 1 


Opera/Andrew Clark 

A master singer 


T he advent to London - to the 
Old Vic, forsooth - of a new 
top-level repertory theatre 
company must be cause for 
rejoicing. London theatre, though still 
a glory often enough, is not so rich in 
well -staged plays that a new and 
changing supply of them should not be 
a considerable addition to the scene. 
The company, which includes presti-. 
gious actors from several generations. 
Is Peter Hall’s; and Hall, with his 
wonted canniness, has launched it by 
directing Harley Granville Barker's 
Waste : an important play seldom 
revived because it requires a large cast, 
but very "now' in its mature treatment 
of the backstage life of politicians and 
elections. 

Why then do 1 leave the Old Vic with 
only lake -warm admiration for the 
prospect of the season and the produc- 
tion itself? Mainly because of misgiv- 
ings about Hall hims elf. Hall has been 
a central pillar of British theatre for 40 
years now. and any London theatre- 
goer is Kkely to have seen some, per- 
haps many, important and/or excellent 
Hall stagings. This production of Waste 
exemplifies several of his characteristic 
virtues: lucidity, intelligence, stylish^ 
ness. R is, however, less than wholly 
absorbing; and in this it resembles too 
much of Hall’s work. Tepidly paced, it 
keeps its audience at a distance. Here 
are several of Britain's most distin- 
guished actors in an interesting play, 
and yet it is hard work to keep attend- 
ing moment fay moment to their endea- 
vour. 

Another problem is that the depths 
of the Old Vic are uncomfortable for 
such plays as Waste, which consists 
largely of drawing-room or office con- 
versations. It is hard for actors to pre- 
serve the intimacy of naturalistic, pri- 
vate, 20th-century conversations while 
working hard to make them register 
into the horseshoe of this old theatre. 
True, these actors are almost all skilled 
technicians; and, technically, they 
bring it off. But one senses the effort 
involved, and only intermittently can 
one relax into concentration on the 
changing currents of the play. It is no 
accident that the most dist ingu i s hed 
staging of any of Harley Granville 
Barker’s plays in recent years, Richard 
Eyre’s National Theatre production of 
The Voysey Inheritance, took place in 
the small Cottesloe Theatre, with the 


audience placed dose to the action on 
either ride. 

At his best. Barker can seem the best 
British playwright since Wilde. Like 
Wilde's An Ideal Husband, but more so. 
Waste brings' to the overlap of political 
life and private life the multi-faceted 


AkWafrMu* 


humanity that is so loved in the novels 
of Trollope. Henry Trebell. a brilliant 
independent MP, who hopes for a place 
in the cabinet and plans to disestab l ish 
the Church of England, makes Amy 
O’Connell, a married woman, pregnant 
She is in love with him, but chooses to 


have an abor tion; and her an gnfch is 
rendered more severe when she per- 
ceives that he has no love far her and 
that his sole commitment is to his poli- 
tics. 

This Is already impressive stuff (and, 
for its period, immensely daring), but 
Barker’s plot keeps surprising us. 
When the abortion kills her, halfway 
through the play, how will her hus- 
band - who has not seen her for a year 
- behave? How will the members of the 
new cabinet deal with the possibility of 
scandal looming over Trebell? The 
dr ama has several further twists, and it 
always reveals the marvellous serious- 
ness of Barker’s mind. 

Still, there are times in Hall's staging 
when we may long for the leavening 
wit of Wilde or the mischief and musi- 
cality of Shaw. Hall’s staging is partly 
to blame far this; Barker’s play surely 
has more wit and more rhythm than 
are here revealed. Michael Pennington, 
in the central role of Trebell, shows the 
politician's chilly ambition and detach- 
ment, but not his energy or magnetism. 
Why should Amy O’Connell fall for this 
piece of stainless steel? Pennington's 
performance is too honed; he does not 
listen to other characters persuasively. 
At no point is any chemistry between 
him and FeKcity Kendal, as Amy, in 
evidence. Kendal, a highly limited but 
often effective actress, deploys her cal- 
low charms here with welcome vigour. 
S tffl she has run her small gamut long 
before her last exit 

The best performance is by Anna 
Carteret as TrebelTs sister. With econ- 
omy, repose, and authority, she gives 
Frances more inner life than anyone 
else onstage. David Yelland brings sim- 
ilar virtues to the role of the Trebells’ 
friend Dr Wedgecroft As Amy’s hus- 
band. Greg Hicks is excellent: danger- 
ous, inscrutable, austere. Denis Quilley 
is rather too suave, too practiced, a 
prime minister. As another important 
and forceful MP, Alan Dobie is dull; as 
a brittle, meddlesome political hostess, 
Jenny Quayle is very good. 

John Gunter’s designs demonstrate 
three separate households with ideal 
clarity. The evening improves as it 
proceeds, and there is much to admire. 
But one was justified in hoping for 
more. 


In re pertory at the Old Vic, London 

SEl. 


I t’s worth seeing the Royal Opera’s 
revival of Die Meistersinger von 
Niimberg just for Thomas Allen's 
Beckmesser. Even set against 
Allen's other distinguished stage-por- 
traits, this is an outstanding perfor- 
mance, because he turns Wagner’s 
town clerk into someone we all know - 
the precious pedant who has just 
enough redeeming traits to squeeze our 
sympathy. He is as plausible as be is 
preposterous, an object of fun who is 
not without humour hims elf: 

In Allen's han ds - and the hands, 
like the quick little steps, are a 
minutely observed constituent of an 
intensely physical portrayal - Beck- 
messer becomes a fidget, a fusspot, a 
bundle of nervous insecurity: the indig- 
nation in his eyes as he runs his finger 
along the dusty curtain-rail of the 
marker’s box is one of the evening’s 
abiding impressions. But this is also a 
Beckmesser who knows how to sing. 
Allen gets the meaning across without 
compromising his beauty of tone . and 
the rapier thrust of his responses is 
both musically and histrionically con- 
vincing. 

Inherited wisdom about Meistersinger 
suggests the first act belongs to Stak- 
ing. the second to Beckmesser and the 
third to Sachs. Allen sweeps all three. 
It is not that he is too knowing, nor 
that he reacts as anything other than a 
mature ensemble player. No. he is sim- 
ply the one stage personality in Gra- 
ham Vick’s production who lives the 
part with freshness and authenticity. 
So is the rest of the show* worth it? 

For Bernard Haitink's conducting, 
the answer must be yes. Has anyone 
heard a less pompous, more inwardly 
expressive Meistersinger overture? 
Long legato lines, shapeliness and 
quick-witted punctuation are the 
watchwords of Haitink's interpretation, 
which is spaciously breathed and, 
apart from a few dead patches in the 
opening scenes, never lugubrious. The 
sumptuous colours of the score may be 
subdued, but the orchestra compen- 
sates with beautifully limbered string 
parts, clean articulation of Wagner's 


quasi-baroque counterpoint, and a soft. 
pre-Mahlerian seamlessness in the Act 
3 prelude. 

Meistersinger has a habit of foxing 
artful producers: Vick doesn't seem to 
know what to do with it. The minor 
masters ingers sit around like stuffed 
potatoes, bland and virtually indistin- 
guishable. and the only reason we 
notice the apprentices is because of 
their Bruegelesque costumes. Impor- 
tant staging-posts like David's Act 1 
narration are glossed over; the crowd 
in Acts 2 and 3 is never more than a 
mob. The result is a production which 
barely scratches the surface. I quite 
liked Richard Hudson's doll's-house 
set, but it has the scale of a small- 
house production, an Ambridge-on-the- 
Pegnitz without the warmth, sentiment 
or humanity. 

T he only major changes to the 
1993 cast are Herbert Lippert’s 
David and Catherine Wyn-Rog- 
ers’s Magdalene. Lippert has 
the voice, but he is too fond of singing 
to the gallery, and his recitation of the 
rules of the guild sounded like a shop- 
ping-list. Wyn-Rogers establishes a 
strongly-supportive presence and is 
never fussy: an attractive role-debut. 
Nancy Gustafson repeats her dignified, 
sweetly-sung Eva and Gosta Winbergh 
his plastic Stolzing: a few diction les- 
sons from Beckmesser would not go 
amiss. Gwynne Howell's doddery Pog- 
ner is starting to fray at the edges, but 
he never takes the part for granted. 

As Hans Sachs, John Tomlinson is 
mis-cast and mis-directed. He sings 
with unrelenting loudness - a fatal 
mistake, because the voice needs some- 
thing in reserve for the two "public" 
monologues at the end. With no legato 
to speak of, the great meditative solilo- 
quies at the start of Acts 2 and 3 turn 
into raspy, short-fused expressions of 
frustration. This is a pro-active Sachs, 
lusty and impetuous rather than wisely 
reflective. I admire Tomlinson's pas- 
sionate commitment, but be has 
allowed every part to become Wotan's 
clone. 
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AMSTERDAM 

exhibition 

Jood3 Histortsch Museum 
Tel: 31-20-6269945 
• Joden in Berfljn; exhibition of 
works from the collections of the 
Jewish Museum and City 
Museum In Berlin focusing on the 
history, of the Jewish community 
in Berlin. Included" is a portrait of 
■nirwster of foreign affairs Walther 
Rathenau by Edvard Munch; to 
Aprl 


■ ANTWERP 

theatre 

Bouriaschouwburg 
Tel: 32-3-2319750 
• Torch Song Trilogy (in Dutch): 
by Rorstrin. Directed by 
Jean-Plena da Decker, performed 
by the Koninkljjke Nedertandss 
Schouwtxxg; Mar 22 


■ Basel 

exhibition 

Kunstmusetnn Basal 
T«: 41-61-2710228 


• Die Letzten Aquarelle von 
Martin Disler: last August, the 
Swiss artist Martin Disler died 
while working on a series of 999 
watercolours. This exhibition 
features the 385 (approximately) 
works of the series that he was 
able to finish; to Apr 20 


■ BERLIN 

OPERA 

Deutsche Oper Baffin 

Tel: 49-30-3438401 
• Aida: by Verdi Conducted by 
Miguel Gomez Martinez, 
performed by the Deutsche Oper 
Berlin. Soloists include Ute 
Walther and Vladimir Bogachov; 
Mar 19 


■ BOLOGNA 

OPERA 

Teatro Corramate di Bologna 
Tel: 39-51-529901 

• | Purttanl: by BeUini. 
Conducted by MarceBO Vioti, 
performed by the Orchestra e 
Coro del Teatro Comunale di 
Bologna. Soloists include 
Francesco Memeo, Maureen 
O'Bynn, Laura BrioH and Marcello 
Alvarez; Mar 20, 22 


■ BRUSSELS 

exhibition 

Palais des Beaux-Arts 
Tel: 32-2-5078200 (Concerts) 

• De Kunst van het Verzamelen: 

major exhibition of 20th century 
works of art from the collections 
Of five Dutch museums: the Van 
Abbemuseum (Eindhoven), toe 
Haags Gemeentemuseum (Tne 
Hague), the Museum Boymans 


Van Beuningen (Rotterdam), the 
Museum Krdller-Muiler (Otterlo) 
and the Stedelijk Museum 
(Amsterdam). Artists include 
Picasso, Mondrian, Dibbets, 
Nauman, Malevich, Braque, 
Leger, Dubuffet. Jom and KBen; 
to May 25 


■ DRESDEN 

OPERA 

Sachs ische Staatsoper Dresden 
Tel: 49-351-49110 
• Le Nozze ell Figaro: by Mozart 
Conducted by Wolfgang Rennert, 
performed by the SSchsische 
Staatsoper Dresden. Soloists 
include Ofaf Bfir. Birgit Fandray 
and Christiane Hossfetd; Mar 20 


■ LONDON 

CONCERT 
Royal Festival Hall 
Tel: 44-1 71 -9604242 

• London Philharmonic 
Orchestra with conductor Roger 
Norrington and tenor John Mark 
Ainsley perform works by Haydn 
and Britten; Mar 19 

exhibition 

Tate Gallery Tel: 44-171-8878000 

• Lovis Corinth: retrospective 
exhibition devoted to Lovis 
Corinth, one of the leaders of 
German Impressionism. The 
display includes nearly 150 
paintings, approximately 60 
drawings and watercolours, and a 
selection of prints; to May 4 
The Hayward Gallery 

Tel: 44-1 71 -9604242 

• Yoke Ono and Fluxus: the first 
exhibition to document One’s 
work alongside that of the FHjxus 


movement On display are 
installation pieces, film, 
photography and sculptures; to 
Mar 23 


■ MADRID 

EXHIBITION 
Fundacidn la Caixa 
Tel: 34-1-4354833 
• Amalia PeJ&ez, Frida Kahlo, 
Tarsi la do Amaral: exhibition 
showing the history of Modernism 
and the roots of contemporary art 
in South America through the 
work of three female artists: 
Amelia Pel&ez, Frida Kahlo and 
Tarsila do Amaral; to Apr 27 


■ MUNICH 

DANCE 

CuvDfi6s-Theatar — Altos 

Residenztheater 

Tel: 49-89-296836 

• Giselle: choreographed by 
Peter Wright {after Coralli, Perrot 
and Petipa) to music by Adam, 
performed by the Bayerische 
Staats ballet; Mar 19, 21 

exhibition 

Neue Pmakothefc 
Tel: 49-89-23805-195 

• Manet bis Van Gogh; Hugo 
von TschudL und der Kampf urn 
die Modem e: exhibition devoted 
to Hugo von Tschudi, director of 
the Alts Nationalgalerie in Berlin 
from 1896-1908 and of the 
Kfiniglich Bayerischen Galerien in 
Munich from 1909 until his death 
in 1911. The exhibition salutes his 
leading role in introducing French 
impressionist art to Germany. 
Artists on display include Manet, 
Rodin, van Gogh, Matisse, Renoir, 



Gaugin and Monet; to May 1 1 


■ NEW YORK 

CONCERT 
Avery Fisher Hall 
Tel: 1-212-875-5030 
• New York Philharmonic: with 
conductor Christian Thielemann 
and pianist CMli Mustonen perform 
works by Schumann, Mozart and 
Strauss; Mar 19. 20, 21. 22 


■ PARIS 

CONCERT 

Satie Gaveau 

Tel: 33-1 49 53 05 07 

• Th&6se Dussautand 
Constantin Bogdanas: the pianist 
and violinist perform works by 
Poulenc. Ravel and Faur6; Mar 19 

DANCE 

Theatre des Champs-Bys6es 
Tel: 33-1 49 52 50 50 

• Kfllner Rundfunk Orchester 
with conductor Hans Vonk and 
violinist Shlomo Mintz perform 
works by Weber. Mendelssohn 
and Stravinsky: Mar 19 


■ ROTTERDAM 

EXHIBITION 

Kunsthal Tel: 31-10-4400301 
• Mondriaan Lrit de cotlectie 
Haags Gemeentemuseum: display 
of more than 150 paintings, 
watercolours and drawings 
completed by the Dutch artist 
before 1920; to Jun 8 


■ VIENNA 

CONCERT 

Musilcverein Tel: 43-1-5058681 


• Gbteborg Symphony 
Orchestra: with conductor Neeme 
JSrvi perform works by 
Stenhammer, Tubin and 
Prokofiev; Mar 21 

EXHIBITION 

Kunstforum der Bank Austria 
Tel: 43-1-5320644 

• William Turner. Die 
Retrospektive: retrospective 
exhibition devoted to the work of 
the British painter, with the main 
focus on the landscapes, 
seascapes and historical paintings 
which Turner created throughout 
his career. The display features 
some 70 paintings with a further 
70 works on paper. Most of the 
pieces come from the collection 
of the Tate Gallery in London; to 
Jun 1 


■ WASHINGTON 

Opera House 
Tel: 1-202-416-4600 
• Elektra: by R. Strauss. 
Conducted by Heinz Fricke, 
performed by the Washington 
Opera. Soloists include soprano 
Eva Marton, mezzo-soprano 
Ruthild Engert, soprano Karen 
Huffstodt, baritone Richard Paul 
Fink and bass James King; Mar 
19,22 

Listing selected and edited by 
ArtBase The international Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. 
Albighfs reserved. Teb 31 20 
664 6441. E-mail: artbaseGpLnet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 







Weak yen fuels rise in 
Japan’s trade surplus 


By Mtdnyo Nafcamoto 
in Tokyo 




Japan's trade surplus rose in 
February far the first time in 
27 months on an annual basis, 
reflecting the impact of a 
weaker yen and fuelling con- 
cerns about renewed friction 
with its trading partners. 

The politically sensitive sur- 
plus with the US, Japan's sin- 
gle largest trade partner, was 
L5L3 per cent above last Febru- 
ary’s level. The overall &5 per 
cent increase, an an a nn pa1 
basis, to Y686.7bn ($5.5bn) 
included a 202 per cent rise in 
the surplus with its Asian 
neighbours, while the surplus 
with the European Union grew 
&2 per cent 

Analysts said the yen’s 
weakness had slowed imports 
and increased exports. Exports 
of cars and electronic equip- 
ment surged as the currency 
weakened and helped Japanese 
products to improve price com- 
petitiveness overseas. 

The value of car exports rose 


. »£-C 






15-1 per cent following a 50.3 
per cent surge in January. 

Car exports to the US rose 
15.4 per cent as Japanese car- 
makers increased exports of 
popular recreational models 
not manufactured in the US. 

Car exports to the EU 
increased by 7.6 per cent 
Imports grew 1(18 per cent, 
the slowest rate since last 
March and a figure likely to 


increase international pressure 
on Japan to stimulate its 
domestic economy. 

Mr Lawrence Summers, dep- 
uty US treasury secretary, 
made no secret of growing US 
concern over weakening Japa- 
nese imports when he was in 
Tokyo this month- 

imports of manufactured 
goods from Asian countries 
were particularly aSected as 
Japanese companies shifted to 
domestic products. Car 
imports dropped significantly 
from last year's high levels. 

Ms Mineko SasaM-Smith, 
economist at CS First Boston 
in Tokyo, said Japan’s trade 
surplus has been an a rising 
trend for some time in unit 
terms, but this had been 
masked in value by high 
cal prices and the weak yen. 

She expected the upward 
trend to continue next 

month's rise in consumption 
tax will dampen consumer 
rinmanrt while the strong dol- 
lar will continue to fuel US 
d emand for imported goods. 


Betting 
scandal 
engulfs 
racing 
in HK 


By John RMcfing in Hong Kong 


Venezuela eases the cost 


of employee bonuses 


By Raymond Coiltt in Caracas 


Venezuela's government, 
industry and trade unions yes- 
terday agreed to cut the high 
costs to business of the coun- 
try’s pay bonus scheme, which 
is unique in Latin America, 

Domestic and foreign inves- 
tors welcomed the agreement, 
which follows IX years of 
wrangling under successive 
governments, as a break- 
through in improving Vene- 
zuela's investment climate. 

The deal also sharply 
reduces redundancy costs and 
benefits related to unfair dis - 
missal. 

Mr Jorge Serrano, head of 
Fedecamaras, the federation of 
industries, said it showed that 
Venezuela “continues to take 
positive steps towards its com- 
petitive integration into the 
world economy’'. 

Until now Venezuelan work- 


ers leaving their employers 
have been entitled to a bonus 
calculated on their final 
monthly salary multiplied by 
their number of years with the 
company. 

But with strong infla tion in 
Venezuela - it soared to 103 
per cent last year - the cost of 
this bonus has risen sharply. 

Some companies have marie 
only minima l provisions for 
the payments, arguing that 
having to set aside larger 
reserves would force them out 
of business. 

To help companies finance 
accumulated bonuses, the new 
agreement restricts the num- 
ber of years on which bonuses 
are based to seven for the pri- 
vate sector and 11 for the pub- 
lic sector. 

It also caps the average 
monthly salary for calculating 
bonuses. Employers must pay 
25 per cent of the accumulated 


bonus within 180 days after 
the accord becomes law. The 
remainder must be paid within 
five years. 

Future pay bonuses will 
amount to two months plus 
three days of salary per year of 
employment, after year on 
the Job, and will be paid 
monthly with the salary rather 
than accumulated. The benefit 
for business is that salary 
increases will only affect 
future and not past bonus 
obligations. 

Mr Antonio Herrera, bead of 
the Venezuelan-American 
chamber of commerce, n»iri the 
deal would increase labour sta- 
bility by cutting the cost of 
holding on to senior staff. 

The more nwnhig labour sys- 
tem would remove a stumbling 
block to private investment 
and “allow for a recovery of 
real income and consumer 
demand". 


Advanta warns on $20m first-quarter loss 


Continued from Page 1 


midday, MBNA, the second 
largest US issuer after Citi- 
bank. was down $3% to $30%, 
while First USA, doe to be 
acquired by BancOne, the 
Ohio-based commercial bank, 
dropped $2% to 47%. 

Advanta, which is based In 
Horsham, Pennsylvania, 
announced that it had 
appointed B.T. Wolfensohn, 
the investment hank, to 
undertake a “systematic 
review of its business strat- 
egy" In an attempt to maxim- 
ise shareholder valne. This 


was interpreted by the market 
as an admission that Advanta 
had put itself up for sale. 

To “deter takeover tactics”, 
Advanta announced a “share- 
holder rights plan” which 
would allow all shareholders 
to buy $300 of stock at $150 in 
the event that any shareholder 
built a stake of 15 per cent or 
more. 

Mr David Brooks, who 
joined the company as its 
chief operating officer two 
months ago, resigned. 

Analysts believed that large 
regional banks lacking a sig- 
nificant national presence in 


credit cards, such as Nations- 
Bank and First Union of North 
Carolina, or Bank America or 
Wells Fargo of California ware 
the most likely acq u irer s 

Ratings agencies immedi- 
ately downgraded Advanta’s 
debt ratings. Standard & 
Poor’s, (he rating agency, said 
Advanta's charge off rate - 
the proportion of debts which 
the bank writes off - had 
risen to 6.88 per cent in Janu- 
ary, up from 5.26 per cent the 
month before. 

The news follows growing 
evidence that bad consumer 
debt is rising. 


Horse-mad Hong Kong was 
shaken yesterday by a probe 
into the territory’s biggest 
race-fixing scandal for 10 years 
I which has produced 37 arrests. 

I Five jockeys, two trainers 
and three staff from the 
Jockey Club - one of Hong 
: Kong's richest and most presti- 
gious institutions - are among 
the arrests in the widening 
investigation. 

Racing is effectively the 
national sport and tie Jockey 
Club, a non-profit org ani s ati on 
which a monopoly on gam- 
bling, last year reported reve- 
nues of HK$8lbn ($l0.4bn), 
mostly from betting cm horses. 

More tVian 200 g gwntg from 
the Independent Commission 
Against Corruption (ICAO 
investigating race-fixing and 
illegal bookmaking swooped 
during a race meeting at the 
Sha Tin track last Sunday 
afternoon. They raided fifty- 
five premises, including sus- 
pected fflirit betting shops. 

The ICAC said Sunday’s raid 
came after an Investigation 
bayri qjj complaints from the 
public and information from 
the Jockey Club, which num- 
bers among its governing body 
of 12 stewards the head of the 
territory's de facto central 

hank ani( ttw son Of C hirm’ s 

vice president 

Mr Lawrence Wong, the 
Club’s chief executive, said 
last week that this year’s 
Jockey du b revenues could 
exceed HK$80bn - about twice 
the combined annnai turnover 
of Hongkong Telecom, the ter- 
ritory's dominant telecoms 
group, and Hutchison wham - 
poa, the conglomerate con- 
trolled by Mr li Hashing, the 
Hong Kong tycoon. 

The Jockey Club said it was 
detennined to keep racing in 
Hong Kong clean As well as 
controlling what is ef fe ct i vely 
the colony’s national sport, its 
stewards also decide on dona- 
tions by the Jockey Club Char- 
ities Trust, Hong Kong's larg- 
est charity. 

The club said it had been 
involved in the operation from 
the start And to the relief of 
hundreds of thousands of 
Hong Kong punters the dub 
added that race meetings 
would not be affected. 

The investi g ation, which has 
dominated headlines in Hon g 
Kong, Is the second this sea- 
son. In November a jockey and 
an ajijUeiitloe were suspended 
for nfoe mrmthg following alle- 
gations that they held back 
their mounts in a race. 

The latest probe is emerging 
as the biggest racing scandal 
since the territory's anti-cor- 
ruption squad smashed the 
so-called Shanghai Syndicate, 
which, controlled 75 horses, 10 
years ago. As a result Mr Yang 
yuan-loong, a Shanghai tex- 
tiles tycoon, was fined HK$5m. 


FT WEATHER GUIDE 


Europe today 


Scotland, England and, later on, 
the Benelux and north-western 
France will be cloudy and wet 
Mild air wBl move into the north-, 
western continent 
Southern France and the Iberian 
peninsula will be warm and sunny. 
In southern Spain temperatures 
wHI exceed 25C In places. 

Italy and Greece wfll also have 
sun. 

Cold air will move into most of 

eastern Europe and temper a tures 
to the north of Bulgaria and 
Hungary will stay below 5C. Snow 
showers will be interspersed with 
sunny spalls from eastern 
Scandinavia to the Ukraine. 


Five-day forec a st 

On Wednesday north-western 
Europe will have rain. Cold air and 

wintry showers wai later spread 

into the area from Scandinavia and 
Russia. 

South-eastern Europe wffl turn 
unsettled, but temperatures win 
start to rise a little on Thursday. 
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THE LEX COLUMN 


Securing ADT 




rt deal 


ADT may be unloved in London bat 
It is extremely popular across the 
Atlantic these days. Yesterday's 
$ Phn reoBnm eaded takeover includ- 
ing debt from Tyco International is 
the third bid for the Anglo-Ameri- 
can security group in less than a 
year. 

The interest has been sparked by 
ADT*s market leadership in the rap- 
idly growing US electronic security 
market. With a strong brand and a 
share of S-10 per cent, it is larger 
than its next fair rivals combined. 
Utilities, telephone and cable com- 
panies see alarm systems, with 
their 24-hour monitoring and cam- 
munkafian as an easy way 

frit n a customer’s borne or business. 
For Tyco, a diversified manufac- 
turer, the acquisition would also 
increase its exposure to higher-mar- 
gin services with a stable, recurring 
income stream. 

And the two companies are prom- 
ising cost savings of $5Qm in the 
first year, rising to $10Qm in year 
, three, from <vwnhining back offices 
> and production. For those benefits, 

1 Tyco Is p a y ing a very fun price of 
more than 32 tfww ADTs aarntng g 
before interest, tax, depredation 
and amortisation. ADTs closest 
comparators, such as Protection 
One, trade on multiples of between 
5% and 10 times. 

For ADT shareholders this deal, 
at more than $27-a-sbare, is a big 
improvement on the hostile $22%-a- 
share offer from Western Resources. 
Tyco has an excellent record, so 
they should have few qualms about 
its all-stock offer. Western will 
be hard poshed to beat it, so ADT 
may finally have found a secure 
home. 


FTSE Eurotruck 200: 

2194.0 (- 15 . 4 ) 
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which Lonrho has duly confirmed - 
But because of sugar h a rves ts , tin 
second half is for more important - 
Besides, deals - rather thar - 
short-term earnings - should to 
driving this share price. 

By the time the interim result r - 
are announced, the sole of Princes,;'’' 
Hotels ought to be completed am 
the European Commission is likel; 
to have confirmed that Anglo- Anns 
lean cannot vote tts 28 per cent Loo 
rfao stake. This would leave Lonria 
free to split into Independent plat! 
num/coal mMng and African trad ti — 
ing businesses. It may take a Iojv 
time. But tire cleaning up of its cm 
pome structure, and the release 0. 
c ash to shareholder's, can only b 
good news. 


France 


Renault may be the most caniro- 
veisifll French factory-shutter but It 
is not ainne. in recent weeks two 
other big French groups - Thomson 
Multimedia and Pechiney - have 
announced the closure of five plants 
in totaL Up to a point, investors can 
greet rhfe concerted nzthlessness as 
welcome evidence of French nettle- 
grasping. But they also spot 

another striking common character- 
istic all six condemned plants are 
outside France. 

This does not look like coinci- 
dence. Of coarse, from tbe French 
point of view it may seem no bad 
thing if political pressures at home 
encourage businesses to do their 
dirty work elsewhere. That way, 
French companies can improve 
their performance without exacer- 


bating tbe country's ghastly unem- 
ployment problem. But this is a 
sticking-plaster on a deep wound. It 
could even make the jobless prob- 
lem worse; tbe outlook for jobs, 
after all, bang s on the competitive- 
ness off French industry. For politi- 
cally compliant businesses to apply 
only cushy disciplines inside the 
country's borders hardly looks the 
Tnwrt p r o mi sing medicine. 

It also casts a critical light on the 
aggressive restructuring hopes 
which have lately buoyed French 
equities. Certainly the process looks 
for more hemmed-in politically than 
in Germany, whose manufacturing 
sector has seen savage lob-cutting 
by contrast Of course, French poli- 
ticians may not care a figuz if share 
prices disappoint But then again, 
as ambitious privatisers perhaps 
they should. And certainly they 
should be fretting about the per- 
spective cf international businesses 
ransiftarfng where to invest Why 
would any rational multinational 
locate production in France when 
gariring staff there is likely to prove 
a political nightmare? It may seem 
comforting that Toyota, for one. is 
nevertheless considering precisely 
that But France would be unwise 
to rely on others being so tolerant 
of her ways. 


Lonrho 


No news has been good news at 
Lonrho, so the shares fell 8 per cent 
following its latest trading update. 
But the reaction is surprising. Since 
nrid-1996, sterling has strengthened, 
platinum prices have fallen 10 per 
cent and gold prices 7 per cent and 
Ashanti, one third owned by Lon- 
rho, has seen profits collapse. All 
this adds up to a terrible first half. 


UK building societies 

Britain's converting building sob 
eties are looking forward to a prom 
ised land. The run-up to conversion 
always meant running the risk of . 
predator intruding with a vulga - 
cash alternative; hence the stress r 
of aggressive flotation price fore* -_ 
casts, presumably designed to scar 
raiders off. But talk to manage 
ments and file post-conversta 
sounds altogether calmer. On tb 
face of it, the law will then provid 
five years of delicious quiet - jus ; 
fat cheques to collect and fun diver* ' 
sification to launch, with no bidder 
to fret about. True, one of the gm 
ernment’s last legislative gasps 
about to become law, does at leas 
remove takeover protection where 
converted society itself bids for 
rival financial institution. But the , _ : -.+ , 
aside, many think, management : 
are safe. 

Fortunately, they will prohabl 
be no such thing. The reason, a 
converted societies will soon dfc- 
cover, is their new shareholder* 

Imagine a chunky bid arrives; tb 

management might prefer to Ignore 

it. But if shareholders disagree, thy • >•* - 1 
management’s legal protection wi 
surely become rather academic. Th 
new law, unlike tbe present oni 
allows 75 par cent of shareholder 
to approve a takeover whatever th 

Tnanagpimpnt think. 

And even failing that, a simpl 
majority should be enough to mak 
a reluctant management's life dir 
tinctly uncomfortable. With lud 
for all the lobbying the industry ha 
put into preserving protection, : 
will not be worth the paper it f 
written on. 
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Additional Lex commer 
on Flextech, Page 2 


This announcement appears as a matter of record only. 
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£ 57 , 000,000 

Senior Debt Facilities 


£ 17 , 000,000 

Mezzanine Facilities 


to support die acquisition of 


County Hotels Limited 


Equity led by 


Hambro European Ventures Limited 


Th© undersigned arranged and underwrote 
the above facilities. 


4 BankersTrust International PLC 
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The risk to 
Mideast peace 


The FT Interview • Edmond Alphandery 


Another day in the Middle East, 
another missed deadline in the 
increasingly precarious peace 
taTfcs between Israel and the 
Palestinians. Yesterday’s fail- 
ure, though, was of more than 
symbolic significance. 

Mr Benjamin Netanyahu’s 
right-wing Israeli government 
and Mr Yassir Arafat's Palestin- 
ian Authority were supposed to 
begin negotiations on the ‘‘per- 
manent status” of the occupied 
territories. Their postponement 
may have been inevitable. But 
coinciding as It does with the 
build-up of tensions between the 
two rides on a variety -of crucial 
issues, it Is deeply ominous for 
the peace process and for the 
future stability of the region. 

The “permanent status” tail** 
woe provided for by the 1995 
Oslo accords signed by the pre- 
vious Israeli government, which 
initiated practical confidence- 
building during a five-year tran- 
sitional period while delaying 
for - a while discussion of the 
most contentious issues. 

Thus the two sides could 
agree to Israeli withdrawal from 
the Gaza Strip and large parts 
of the West Bank, without prej- 
udice to ultimate sovereignty 
over the territories, the precise 
status of a Palestinian govern- 
ment or the even more intracta- 
ble question of Jerusalem. 

The question now is whether 
that formula can still work, or 
whether last year’s change of 
government in Israel and the 
subsequent performance of Mr 
Netanyahu as prime minister 
render it irrelevant 


Unwise concessions 

There is room for doubt Mr 
Netanyahu claims to be commit- 
ted to implementing Oslo. But 
he has never concealed his dis- 
taste far the agreement, and his 
approach to it has too often 
been cavilling. Worse, such 
progress as has been achieved 
has been undone by Mr Netan- 
yahu's unwise concessions to 
his critics on the right 

Events this year illustrate the 
point. In mid-January, . the 
prime minister bravely agreed 
to an Israeli withdrawal from 
the town of Hebron and to a 
subsequent schedule of rede- 


ployments from other parts of 
the West Bank to be completed 
by August 1988. He gained inter- 
national praise, plaudits from 
his Labour opponents - and 
fierce criticism from hawks in 
his own Likud party. 

His response bas been a 
harder line. He has offered a 
redeployment from rural parts 
of the West Rank - but on a I 
scale the Palestinians could I 
only regard as derisory. And he I 
bas coupled it with a farther I 
gesture to appease the right: a 
plan to develop Har Homa, a 
Jewish settlement in occupied 
east Jerusalem that would sepa- 
rate the city from the West 
Bank and, in Palestinian eyes, 
pre-empt its final status. 

Accords violated 

Like the other settlements 
that have been expanding in the 
past year, Har Homa violates 
the Oslo accords. It could well 
be the final blow to current 
peace efforts: the Palestinians 
cannot be expected to negotiate 
with the bulldozers at work in 
such a contentious place. 

What is urgently needed is 
intervention from the one out- 
side power that can make a dif- 
ference: the US. An American 
envoy, Mr Dennis Ross, played a 
crucial role in securing the 
Hebron accords in January. 
President Clinton should now 
ask him to return to the region 
and pick up where he left off. 
Mr Netanyahu should call off 
the bulldozers and meet Mr Ara- 
fat at an emergency summit to 
restart the painful process of 
braiding trust 

Ibis may seem a lot to ask of 
a prime minister fighting to 
maintain a fragile and heteroge- 
neous coalition. But he may 
find such a course to be the 
lesser of two evils. 

If unrest breaks out in the 
occupied territories and interna- 
tional pressure mounts, shifting 
Israeli opinion could easily 
undermine bis government At 
that point, he would face a 
choice between inviting Labour 
into, a national unity govern- 
ment committed to moving for- 
ward with peace, or joining his 
ideological soulmates again in 
opposition- 


The state of 
the parties 


During the next six weeks, the 
British electorate will be given 
many vivid descriptions of what 
the two main parties do not 
stand for. Tories will doubtless 
try to emphasise Labour’s 
socialist lineage. Labour, mean- 
while, will do all it can to con- 
jure up the harsher aspects of 
Thatcherism and the silliness of 
the Eurosceptic right 

Such accusations may seem 
little more than tribal war cries. 
After all, New Labour under Mr 
Tony Blair has abandoned 
Clause Pour, which from 1918 
committed it to increasing state 
ownership." It has explicitly 
declared itself in favour of the 
market economy, and, more 
important has set firm targets 
for fiscal and monetary pru- 
dence. 

The Tories, on the other side 
are led by a man of humbler 
origins than many opposing 
him. Mr John Major has 
strongly consensual instincts 
and has tried with some success 
to translate Thatcherite radical- 
ism into the ordinary language 
of politics. 

Yet for those voters who have 
not already made up their 
minds, even the coarsest politi- 
cal abuse may focus attention 
on the main issues. Business 
voters In particular will want to 
assess - whether Labour has 
undergone a real transforma- 
tion or a makeover Job. 

Do the caveats with which the 
Party’s intellectuals qualify 
their market philosophy really 
represent a new economics? Or 
do they represent a Trojan 
horse from which will spring an 
anny of new regulations? Does 
‘'fairness” mean a genuinely 
broader view of society's needs, 
or is it a new word for old- 
fashioned redistribution? 

Uncertain vision 

Despite the mass of policy 
documents produced by Labour, 
there are still many uncertain- 
tiee as to how it would give 
practical form to its vision. So 
the campaign needs to provide 
more insight into how and in 
what direction Mr -Blair would 
tide the capitalist steed. What 
'toes he really stand for? 

Since the Tories will be 
iudged more 'by their works 


than by faith, many voters will 
be looking for evidence that Mr 
Major can do better at control- 
ling his party before they think 
of offering him another spell at 
running the country. 

Besides defining what they 
stand for in these different 
ways, both parties still have a 
difficult job to do plugging gaps 
in their programmes. The Tories 
must convince the country (as 
well as big business) that it 
could credibly lead the UK as a 
fully cooperative member of the 
European partnership, whether 
in or out of monetary union. 
Labour, although it has sounded 
much more positive on this 
issue, still bas some explaining 
to do. 

Constitutional reform 

On constitutional reform also. 
Labour needs also to refine its 
ideas, especially on the relation- 
ship between devolved political 
power and overwhelmingly cen- 
tralised public finances. But the 
Tories will need to decide : 
whether their entirely negative 
response on this issue can 
appear either sensible or popu- 
lar. 

Both parties face perhaps 
their toughest challenge In sell- 
ing the consequences of an 
extremely tight public fi nan cin g 
regime. The Tories so far have 
bees much the more imagina- 
tive in exploring internal and 
external market solutions for 
the public sector. 

Labour seems to have under- 
stood that it cannot have low 
taws and low deficits yet meet 
all public aspirations for health, 
education and welfare in tradi- 
tional ways. To some extent it 
has stolen the Tories’ clothes; 
for example in adopting the 
public finance initiative. But 
the party will rightly be pressed 
during the campaign to explain 
how It would improve an the 
present government’s perfor- 
mance without breaking its 
other promises. 

These aud other issues will be 
explored in these columns as 
the campaign develops. 
Although the polls do not say 
so, the convergence of the two 
main parties makes the battle, 
in policy terms, a close-run 
thing - 


M r Edmond 
Alphandery, the 
chairman of 
Electricite de 
Prance, appears 
to have an unenviable job. The 
former French finance minister 
must prepare the world's largest 
electricity company - which has 
grown fat in its protected home 
market - to face a new world of 
competition from other European 
companies. 

But Mr Alphandfery, 53, is opti- 
mistic about the fixture. In return 
for opening the French market to 
foreign competition, he has per- 
suaded the government to put 
the state-owned utility's finances 
on a more commercial basis. 

More important, he is now 
planning to expand EdF’s 
operations abroad, seeing energy 
liberalisation as an opportunity 
as much as a threaL 
“The big challenge for us is not 
only to remain the world's big- 
gest electricity company," he 
says. “We must build on the com- 
pany's heritage and strengths, to 
be the world’s most competitive 
and efficient electricity com- 
pany." 

For 10 years France blocked 
attempts to liberalise the EU 
energy market - to protect EdF's 
monopoly. But last summer the 
French government struck a deal 
with its European partners that 
offered a gradual opening of 
European markets to competition 
without threatening EdF’s future 
ownership and control of the 
electrical system. 

The deal requires France - in 
common with other EU member 
states - to open its power sector 
to competition from the start of 
1999, but initially only to big 
industrial users. Some 400 compa- 
nies in France will be allowed to 
shop around for their electricity 
supplies, rising to 800 in 2000 and 
2^00 by 2003. 

Mr Atphanddry is confident the 
company will be able to fend off 
the competition. “We want to be 
impregnable in the European 
market,” he says. 

The only area where EdF fears 
a potential loss of customers is 
with on-site construction of com- 
bined heat and power (CHP) 
plants, which is the easiest sector 
for foreign companies to pene- 
trate. But even here, EdFs recent 
decision to build a 40MW com- 
bined heat and power plant with 
M fahe l i n . the tyre manufacturer, 
in Is a signal it does not plan to 
give ground without a fight 
One reason for Mr Alphan- 
dfary’s confidence is that be has 
renegotiated the relationship 
between EdF and the state. This 
. "has not in the. past been very 
dear or very healthy," he says. 

The issue here, be claims, is 
not one of state aid or subsidy. 

“I know a lot of people, includ- 
ing many readers of the Finan- 
cial Times, believe that if EdF is 
a successful state company, 
which it is. it must be because it 
is subsidised. In fact, EdF has 
probably paid taxes above or at 
least equal to those of other com- 
panies in the sector.” 

In fact, Mr Alphandery says, 
EdF has suffered capricious 
demands from the French state - 
including subsidising hydro- 
electric power, helping France’s 
disappearing coalfields find new 
industries and providing subsi- 
dised to French overseas territo- 
ries. 

“These levies have often varied 
significantly from one year to 
another.” says Mr Alphandery. 

As part of the preparations for 
energy liberalisation, the utility's 
chairman has agreed to changes 
in its balance sheet that mean it 
wifi, become subject to "the same 
rules applicable to all other com- 
panies”. The reform will boost 


Noddy’s big 


■ W British actors are -lording it in 
.HoDywoodandBr^iapiya,. 
global .sensation, bid can a little 
' bt^with.affpppy bat take the 
.BSbystonn? . . 

• Despite befiig a household 

• flume In his native land. Noddy : 
b$B never -made much headway : , 

With America 's tiny tots. Leisure 
company Trocadero hopa to 
'change ah that; yesterday it- - 
"announced a 4b-partar&bated 
series which wSTbe shown, coast 
to coast ortpubhc service . : 
t^h^isibix. 

“PBS is the breakthrough ■ - 
medium for pre-school kids*" 

■- nays TTOcadero boss HHr 
- LeslatL The company last year 
acquired the rights to characters 
... created by the lata EnkLBJytem - 
Including Noddy andhisToy 
Town chums Big Ears and Mr. 
Plod the policeman. .- 
. ‘ Blit isn't Noddy a little hit, . 
well, twee &r tile US maritef? 

. Not so, gays Lesfcra. Market .. 


. the world over have much the 
same tastes tahgbt : 
entertainment. Besides, the new 
series will be tailored to fit the 
American mainstream; Noddy, 
wifi, get a. “gentfe* American 
.-accent In place of his piununy. 
• WrijWh tfsnpH 

Lesion points out that Thomas 
the Tank Engine products have 



Energy for a fight 

Electricite de France is ready to face 
the competition, its chairman tells 

Simon Holberton and David Buchan 


EdFs capital from about FFr40bn 
($&9bn) to FFrtSbn, by in effect 
granting it ownership of the elec- 
tricity grid. 

The government will levy an 
annual 3 per cent on the 
increased capital compared with 
the 5 per cent charged today. In 
return, it will abandon require- 
ments to support social policy 
objectives. 

In the quest for normality, EdF 
is making a sacrifice of its own 
by abandoning its tax carry-over 
from losses made in the late 
1980s. Starting this year, it will 
resume paying corporation tax. 
plus a "dividend" of 40 per cent 
of post-tax profits. This is “about 
the norm” for the industry, says 
Mr Alpband€ry. 

Change at EdF has not come 
without cost A reorganisation of 
senior management last year pro- 
duced a revolt, with one top man- 
ager taking the company to court 
to challenge Mr Alphandfery’s 
right to restructure management. 
There was much grumbling 
among other senior managers not 
used to seeing the chairman - 
who has traditionally been 
responsible for the company's 
relations with the state - taking 
such an active role in its internal 
affairs. 


Sitting in his office and sunk 
deep in a soft leather sofa, Mr 
Alphandery appears to have 
turned his attention beyond past 
battles, fresh as they still are. 
The changes “were not easy - 
they raised questions and criti- 
cism", he admits. 

“The reason why I reorganised 
the senior management of the 
company was first to make it 
more responsive and second to 
give it direction. Ever since I 
joined EdF I felt an anxiety 
among the staff.” 

With these changes under his 
belt. Mr Alphandery is excited 
about the future. EdF is well over 
the hump of repaying the debts 
built up to finance its investment 
in nuclear generation. France has 
55 nuclear reactors producing 80 
per cent of the country's electric- 
ity, the largest concentration of 
nuclear power in any advanced 
country. 

“EdF is one of the great engi- 
neering companies of Europe.” 
says a senior UK power indukry 
executive. “It is formidably com- 
petent They built and commis- 
sioned 40 pressurised water reac- 
tors in the time it took the UK to 
build one.” 

The heavy investment in 
nuclear generation behind it EdF 


is now a highly profitable com- 
pany. In its 1996 results, pub- 
lished last week, net profit was 
up 58 per cent to FFrlAbn, even 
after a FFriL5bn back payment of 
social security contributions. 
Operating profits more than dou- 
bled to FFr5.9bn. 

At the end of last year, EdF 
owed FFrl32bn, a debt it intends 
to reduce to FFrlOQbn by 2000. 
The ratio of debt service to turn- 
over has fallen to 4J* per cent 
from 28 per cent in 1985. 

With interest rates falling, Mr 
Alphandery believes the priority 
should now be on cutting tariffs. 
The company bas committed 
itself to cutting average electric- 
ity prices by 14 per cent in real 
terms over the next four years, 
beginning with a 6 per cent cut 
this year. 

Such reductions will help in 
the defence of its domestic mar- 
ket, although price cuts will not 
be especially targeted to benefit 
the big industrial users which 
will soon be free to choose their 
supplier. “Discrimination would 
be a serious mistake,” Mr 
Alphandery says, “because we 
want to keep all of our 29m cus- 
tomers.” 

The longer-term aim is to be 
sufficiently financially strong to 


B SERVE R 


global sales of Sl^bn and thinks 
the little chap with the yellow : 
car could be just as big. A range 
xf merchandising is expected .. 

hit mid- America's shopping 
malls to time for the launch of \ 
the TV show next spring; order - 
your Mr Plod carpet slippers 
early to avoid disappointment. 


ightins talk 


» Trt ivxM* flrty nrw thinks that 

Fidel Castro wears his military 
fatigues just for show, toe 
7t>-year-old Cfoban president has . 
revealed he would like nothing - 
better than to die with his 
soldier's boots on. 

. Castro, who has held the 
. niflitary title “Qamandahte" 
since, the 1959 revelation when, 
be toppled dictator Fnlgendo : j 
Batista, fold a milit ary parade in . 
■Havana that he was not afraid of 
death. And he left no doubt 
about the kind t£ end he would . 
prefer “We hope that Death, will; 
be genaotB.enQujgh, when' our ■„ 
turn comes, to allow vs to have 
the ability to squig&e a trigger, 
or throw a grenade, or. push a ‘ 
button and detonate a big mine.’ 1 
. There’s not much doubt either J 
about Castro’s enemy of choice: . 
“The weapons of the revolution., 
and socialism wfljnot be given 
up without a CghtlWe are ready 
- to hang them over 'to the United : 
States, but only if they come and 
try and take them away, one by 
one, fighting face to face, with 


all possible means, even 
bayonets, to the death.” Good to 
see he's mellowed with age. ' 


■ %)lit:ends^ 

’ j| Maintaining a' united front in " " 

- -Philippine pohtjcs Is no easy - 
; . jaatter The latest organisation 
tocome a cropper is the so-called 
United Opposition j^jainst . 

1 Charter Amendments, a . 

: collection of Opposition . ■ 
"poMticiahs dedicated to stopping 
. -presidaQt Fidel Bamos altering 
jtbe .constitution to.allow himself 
.aseodndtenn..- 
_ Its members are united in 
op prwHrtrtn tn char tw nhangp . 
prhnarily because a second term 
for Banaos would get in the way 
.. of thear own presidential 
• ambitiana.: So the suggestion 
that the group should field a 
single candidate to fight next 
year’s presidential elections has 
hot gone down welL - 

On the surface the . 
gingltecahididgte strategy makes : 
electoral sense. But fry teEtogj 
' that to Miriam Santiago, the . 
ambitious and feisty senator 
who’stm claims that Ramos 
cheated her out of an election ‘ 
victory to 1993, orJoseph 
Estrada, the tough-talking 
populist vice-president who is a 
fnmtnumer to take over from. 
Ramos. . 

Needless to.say, the proposal 
has fallen on deaf ears and looks 
.likely to spell the early demise of 


the umbrella group. As one 
Manila diplomat observed: “A 
united opposition sounds nice 
but it was never going to weak. 
Frankly, Fm surprised the group 
lasted as long as the launch.” 


Booked 

■ In hie 1987 autobiography. 

. Joaquin Balaguer, the 
TVwiVi'Mwm Republic's former 

president, left a blank page. He 
said it was reserved for 
information about the murder of 
Oscar Martinez, a journalist . 
gunned down in March 1975. - 

Balaguer said that be knew who 
was responsible and promised 
that 20 years after his death, 
someone he has already 
designated would fin the blank 
page. 

But toe former president, who 
ruled the country with a strong 
arm fbr almost 30 years until ha 
retired to August may have to 
name names sooner than ■ 
expected. Judge Juan Miguel 
Ca&Ho has ordered that 
Balaguer, now 90 yaars old, - 
should be questioned about toe ' 
nmrder and that two former 
generals should be arrested. 

The episode shows just how 
much the Caribbean country has 
(hanged stare Balag ue r left 
office. When he was in power 
any judge makingsuch a ruling 
would have feared becoming the 
subject dr a blank page ' 
themselves. 


pay for the next stage of EdFs 
nuclear development. In about 15 
years, toe company will have to 
deride on the technology to 
replace its nuclear plants. If it 
sticks with nuclear generation, 
as most analysts expect it will, 
the investment will be consider- 
able. 

The replacement value of Its 
nuclear assets today would be 
about FFr600bn, of which 
FFrlOObn would be needed to 
decommission existing plants. 
EdF has already made provisions 
of FFr38bn for decommissioning 
and, to make these provisions 
more credible, Mr Alphandery 
announced last week that it 
would identify FFr2bn worth of 
assets each year for eventual 
sale. 

EdF's nuclear strategy could 
come under pressure as a result 
of falling gas prices in Europe. A 
study of competing technologies 
by French industry ministry 
three years ago concluded that, 
over the long term, nuclear 
power was 30 per cent cheaper 
than gas. its nearest rival. The 
margin in favour of nuclear gen- 
eration is now evaporating. 

But EdF officials believe 
nuclear power will re main attrac- 
tive in a country where security 
of energy supply has been a con- 
cern of the government since 
before the second world war 
when the country was dependent 
on German coal. The nuclear 
industry enjoys bipartisan sup- 
port from France's political elite, 
with little of the organised oppo- 
sition to nuclear power stations 
seen in Germany and Britain. 


E dFs optimism for the 
future is not only 
based on the domestic 
prospects: it is also 
hoping to take advan- 
tage of EU energy liberalisation 
to enter other European markets. 

It already owns foreign assets 
worth nearly $2bn after a flurry 
of activity which saw it take a 
stake in Light, the Rio de 
Janeiro-based electricity pro- 
ducer and distributor, and a 20 
per cent interest in Motor Colum- 
bus, a dominant participant in 
the Swiss electricity industry. 
Last year it also increased its 
investments in Argentina. 

The company is well-known in 
China, where EdF was the first 
company to be awarded a build- 
operate-transfer contract for a 
power station - a 700MW coal- 
fired station at Laibin in 
Guangxi. 

Mr Alphandery says EdF plans 
to invest FFr4bn a year in foreign 
ventures. Part of the reason for 
foreign investments, he says, is 
to provide EdF with assets that 
can be sold in the future at a 
profit to finance its nuclear 
plans. "But to say we were 
investing exclusively for this pur- 
pose would be a mistake.” he 
adds. 

In the past. "French govern- 
ments were very reserved about 
EdF investing abroad, because 
they saw it as a [domestic] public 
service." the former minister 
says. But he has persuaded the 
government of the merits of for- 
eign investment, provided it is 
confined to electricity, carried 
out with solid industrial partners 
and - above all - profitable. 

“EdF is number one in produc- 
tion and customers: it is number 
one in the power industry in 
transmission and distribution." 
he says. "There Is a great call for 
investment in electricity around 
the world. We have the people, 
the technology, the reputation, 
the savoirfaire and the financial 
capacity to participate in this. 
Why should France not go into 
these projects - especially where 
the profitability is so high?” 


100 years ago 

Troops To Manila 
According to a telegram from 
Madrid, the Spanish Cabinet 
has been discussing the advis- 
ability of sending more troops 
to Manila, and also the 
question of having a new 
silver coinage struck for toe 
Philippine Islands. It appears 
to us that it would have been 
wiser to ascertain whether 
the Government can be 
certain of retaining the 
Philippines before discussing 
a new coinage fbr them, 
seeing that the image and 
superscription on the coins 
might prove distasteful to a 
Republican Government 
Possibly the Cabinet hopes to 
defray part of the cost of the 
war by the profit on the 
coinage. 

50 years ago 

Sweden’B Problem 
The news of the extension of 
the imports ban by the 
Swedish authorities is an 
indicati o n that the strain of 
international events on . 
Sweden’s economy, coupled 
with her own raw materials 
and labour shortage, is 
increasing rather than 
relaxing. This state of affairs 
comes a surprise to many who 
imagined that Sweden, 
enriched by neutrality, and 
with an unassailable foreign 
exchange position, was. 
troubled only by the problem 
of howto keep her wealth. 
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COMPANIES AND FINANCE: EUROPE / MIDDLE EAST 


Bail-out of Gan ‘could cost FFr30bn’ 


By Andrew Jack in Paris 

The total cost to the French 
taxpayer of bailing out Gan, the 
troubled state-owned insurance 
group, could be as much as 
FFr30bn ($5-23bn), its former chair- 
man warned yesterday. 

Mr Jean-Jacques Bonnaud, who 
was sacked by the government late 
last year, said the final cost of the 
group's exposure to poor property 
lending could add a further 
FFrlObn to the FFr20bn estimate in 
the rescue plan announced last 
month. 

Separately, an official close to 


the discussions over the rescue 
plan admitted that the final costs 
could ultimately be as high as 
FFr25bn, while stressing they 
could also be as low as FFrlSbn, 

The uncertainty sterns^ primarily 
from the value of a guarantee by 
the state to cover the future losses 
incurred by a portfolio of property • 
loans. A detailed analysis of' the 
costs will be an important factor in 
determining whether - and on 
what terms - the European Com-, 
mission in Brussels approves the' 
Gan package. It opened an inquiry 
at die start of this month. 

The new figures come after the 


head of the National Assembly 
ffrmTirg commission last week esti- 
mated that the ultimate cost of the 
government's rescue package for 
Credit Lyonnais, the state-owned 
bank, could ran to FFrI30bn, well 
beyond the existing FFrSOhn plat- 
form approved by Brussels. 

Mr Bonnaud also criticised the 
fact that the government had 
delayed so long in putting together 
a rescue package for Gan. stressing 
that he had asked for more than 
FFrlObn in support during 1994, 
amt that if action bad been taken 
at that time, the final costs would 
have been lower. 


He proposed at the time a recapi- 
talisation of FFr4bn, a FFr3bn 
issue of convertible bunds and 
FFr4bn in state guarantees to 
shore up the group against the 
escalating costs of its property 
l anding portfolio. 

Some have criticised Mr Bon- 
naud for failing to negotiate more 
effectively and more quickly, and 
his subsequent decision not to 
resign when mixtistos refused his 
demands and offered a recapitalisa- 
tion Of less than FFrSta in 1994. 

H o wever, most of the blame far 
Gan's lasses has been directed at 
Mr Jean-Fiancois Beflhromxer, Mr 


Bonnaud's predecessor, who 
launched an aggressive programme 

of cutting insurance tariffs, and 
took full control of UlC,.the spe- 
cialist property lending subsidiary 
of its QIC hanking arm which has 
since drained the insurer's 
resources. 

Mr Bonnaud was sacked by the 
government last November after he 
criticised a ttempts to privatise CIC 
rapidly ahead of Gan’s own sell-off. 
Ihe move was widely seen as polit- 
ical revenge for his opposition to 
tile nomination of a senior adviser 
to Mr Alain Juppe, the prime min- 
ister, as bead of CIC. 


Bank Austria unveils 
Sch3bn rights issue 


By Eric Frey In Vienna 

Bank Austria, the country's 
largest bank, yesterday 
announced a SchSbn ($25 Un) 
rights issue in June to help 
pay for the Schl7.2bn take- 
over of Creditanstalt, the 
second largest. Mr Gerhard 
Rand a, rhairman, also dis- 
closed plans to integrate Cre- 
ditanstalt operations into 
the group. 

Bank Austria will issue 
between 7m-8m non-voting 
preference shares as part of 
the capital raising. It also 
plans a share-swap offering 
to minority shareholders at 
Creditanstalt, who hold 30 
pea* cent of voting rights and 
SO per cent of total capital. 

Mr Randa did not disclose 
the terms of the stock swap, 
which win be based on a val- 
uation of both banks by two 


international investment 
banks. 

It also emerged yesterday 
that the government may 
seU . its 17 per cent stake in 
Bank Austria - worth 
around SchSbn - in a public 
offering. 

In a first step towards a 
full merger, Bank Austria 
and Creditanstalt will fuse 
their investment banking 
operations and foreign 
branches. The two banks 
will remain formally inde- 
pendent, but their strategies 
win be closely coordinated, 
Mr Randa said. 

He added that, Bank Aus- 
tria could gain SchSbn in 
cost savings and additional 
earnings over five years 
through the merger. 

Mr Randa did not 
announce a new chairman 
far Creditanstalt. Mr Guido 


Schmidt-CMari, the current 
chief executive who opposed 
the takeover, resigned at the 
weekend, and most of Credi- 
tanstalt's Tpftp a gpnipnf hoard 
is expected to leave with 
him. The new board win be 
appointed after a special 
shareholder meeting in April 
which will also elect a new 
supervisory board. 

Bank Austria yesterday 
reported 1996 operating earn- 
ings up 7 per cent, from 
Sch4.85bn to Sch5-2bn. Net 
income, however, fell from 
Sch2.2bn to Just under 
Sch2bn. The dividend will 
rise from SchlO a share. 

Creditanstalt reported ear- 
lier this year unchanged 
operating earnings of 
Sch6J2bn for 1996 and a 50 

per cent increase in net 
income, from Sch2.2bn to 
Sch2.6biL 



Gerhard Randa, Bank Austria chairman: issue wiH help his company pay for Creditanstalt 


Tractebel and Powerful set for $8bn merger 


By Nefl Buckley in Brussels 

Belgian utility group 
Tractebel Is expected to 
announce today a merger 
with its 63 per cent-owned 
investment subsidiary Pow- 
erful, to create an enlarged 
international energy group 
valued at more than $8bn. 

Powerfln, whose remain- 
ing shares are quoted on the 
Brussels bourse, is an inter- 
mediate holding company 
which has been the gehio fe- 
tor much of Tractebel’s 
aggressive overseas expan- 
sion strategy, including pro- 
jects in Hungary, Chile, 
China, Oman and India. 

Tractebel, which 'domi- 
nates the Belgian energy sec- 


Electrabef the Belgian electricity and 
gas utility, said net consolidated prof- 
its rose 5.5 pa- cent last year, from 
BFr28.8bn to BFr30.4bn ($867. 3m), 
despite an electricity price, reduction 
programme that knocked BFrl.3bn off 
turnover, writes Neil Buckley. 

Further price cuts this year would 
lead to a recurring reduction in turn- 
over of about BFrLSbn, the company 
said. The cute were imposed last April 
by Belgium’s Electricity and Gas Moni- 
toring Committee, the regulatory body 


which sets prices. Electrabel is Bel- 
gium’s biggest company by market 
capitalisation, bnt is 44.4 per cent- 
owned by Tractebel, the utility group, 
controlled by Soddte GAndrale de Bel- 
gique, Belgium’s largest holding com- 
pany. 

The company said total turnover 
rose 2.6 per cent, from BFr215-9bn to 
BFr22L5bn. Electricity turnover rose 
(k9 per emit to BFrll7.6bn, with a 3.9 
per cent increase in volumes for public 
distribution offset by a 0.6 per cent fall 


in supplies to industry, and by the fall 
in prices. Electricity prices feD (L9 per 
cent from 1995; with inflation running 
at 2.1 per cent, the real price decrease 
was 2JS per cent 

Natural gas turnover rose 14*5 per 
cent to BFr29.72bn* The continuing 
growth of the Belgian market for 
domestic gas, plus colder weather, 
helped lift sales volumes 1&3 per cent 

The company is proposing a SB per 
emit increase in the net dividend per 
share from BFr339 to BFr352. 


tor through control of elec- 
tricity and gas monopolies, 
indicated at the end of laa| 
year that its board would 
decide on the merger when, 
it considered its 1996 results 
today. 


Speculation that the 
merger was likely to be 
approved grew when Power: 
fin postponed by a day the 
announcement of its 1996 
results, originally sched u led 
for yesterday. 


It is thought the merger 
will be achieved through a 
.capital increase at Tractebel. 
followed by a share swap 
•wjth Powerfm and cancella- 
' trail of the latter’s shares. 

Without other changes. 


that would result in an 
increase in the number of 
publicly-quoted Tractebel 
shares, and a dilution of the 
65 per cent stake held by 
Society G6n6rale de Bel- 
gique, Belgium's biggest 


holding company. SGB 
Increased its holding in 
Tractebel from 40 to 65 per 
cent last September when it 
bought a stake for BFr49bn. 

Analysts say the merger 
with Powerfln is a logical 
step which will create an 
int e grated group better able 
to take advantage of its 
mature but highly cash-gen- 
erative Belgian activities to 
fond expansion into faster 
growing markets elsewhere. 

Tractebel may also be 
tempted to bring its foteroar 
tional activities under more 
direct control, as it feces the 
expected merger of its ulti- 
mate parent, France’s Com- 
pagnie de Suez, with another 
utility, Lyonnaise des Eaux. 


INTERNATIONAL NEWS DIGEST 


Sonae surge in 
line with forecasts 

Sonae fovestimaatos. the hokftng company for Portugal's 
bigger retail and industrial conglomerate, lifted net 
consolidated profit 61 per cent In 19% to Ea20.1hn <U7.6m) 
from EslJLSbn in 1996. The Increase was in line .with 
market expect ati ons. The group is topay a 1996 dividend 
of Esl50 a share, unchanged from 1905. '' 

Sales rose 27 per emit to Es451bn from Es3S6bn In 1996. . 
The grouA whose supemaAet chains In Portugal and 
Brazil account for about 60 per cent of o« earnings, 
forecast sates growth lfi*20 per cent this year. New 
ventures in specialised retailing, including Maxmat a 
construction materials duds, and Queue, a catalogue 
sales joint venture, would contribute to Increased sates, 
the gtinp said. Modelo Continence, the group’s main . . 
retail division, increased consoiidatednet profit from 
EsTbn to EsShn. Operating profit rose from EatfLShn to 
Esl4.3bn. Sales grew from Es207bn to Es286bn. 

B Grosvenor Estate Holdings, the UK property company, 
is to acquire 25 per cent cf Sonae ImoblUAria, Portugal's 
biggest shopping centre developer and operator, for BsSbn 
($47m). The purchase, to be completed within two weeks, 
comes ahead of a planned public oiler of 24 per cent cf the 
Portuguese company on the Lisbon stock exchange later 
this year. Peter Wise, Lisbon 

French TV rivals in deal 

Canal Satellite, owned by the French pay television group 
Canal Pins, and one of its two rival domestic services - 
ABSat, yesterday agreed to allow their subscribers to 
receive each other’s bro a d ca s ts usinga single decoder. 

The "simulcrypt" agreement will allow subscribers to 
use a single electronic cant to operate their respective 
decoders, which are sold by ABSat and rested by 
CanalSatellite. The two groups stressed that the contract 
only covered reception, and thattbey would each retain ' 
complete commercial freedom, and their own respective 
marketing; subscriber management and promotion 
services. Andrew Jack, Paris 

Sabic hit by lower prices 

Net profits of Saudi Basic Industries Corporation (Sable) 
fell 30 percent to SR4.4bn ($i.i7bn) hat year from SR&Sbn 
in 1995 and SR42hn In 1994. Lower international prices for 
petrochemicals were responsible for last yeart profit 
decline. Production at t he giant Saudi conglomerate, 
which is 70 per cent owned by the government, rose 4 per 
cent to 23m tonnes. Chemicals accounted for more than 
. half of Sable's production. Sabic aims to Increase nnt v w * . 
production capacity to 28m tonnes by 2000. 

Rabin Alien, Dubai 

GIC increases profits 

The Gulf Investment Corporation (GIC) group, owned by - 
the governments of Bahrain. Kuwait. Oman. Qatar, Saudi 
Arabia!, and the United Arab Emirates, has rep o rted a 6 
per cent increase in profits to $l229ro for last year 
compared with 1995 and SfiB.ftm in 1994. GIC makes equity 
investments in Gulf business ventures and offers advisory 
services on project finance and privatisation. Robot ABm 

Italy highway operator slips 

Autostrade, the Italian state-controlled operator of tofl 
highways due to be privatised this year, saw its • • • 

consolidated net profits decline to Ll60bn(S94£m) in 1996 
from Ll65bn in 1995. CangoUdatod revenues rose 5 per 
cent to LS^54bn, while net debt fell from L5,265bn in 1995 
to L4£69bn at the end of last year. The group's vw'm 
operating company saw its net profits rise 3.6 per cent to 
L160bn in 1996 from L155hn the year before. Revenues ' 
rose 2B per cent to L2,786bn. Paul Betts, Milan 



1996 EARNINGS UP 42% 

a Less than .1 year after our privatisation we are ahead 
of schedule with our objectives, enabling us to fulfill 
our commitments to our shareholders. Our development 
will be built on a threefold strategy: refocusing on buovunt 
insurance businesses, boosting productivity and increased 
momentum in managing the investment portfolio. ) J 


Antoine leancour: - Chairman of 


Earnings in line with forecasts 

In 1 996. consofidaxacl not earnings advanced 42* go FFr 1,536 million. 
Net earnings per share were FFr II. 28. A 33% Increase In the dividend to 
FFr 5 per share wffl be froposed to the forthcoming Annua/ General Meeting. 
Breakdown of earnings by business 

(FRF mflfcxn) ' SSggjEffi *W5 

Ufa Insurance In France ]p5||5| 222 

Non-life Insurance In France 404 

Insurance outside France 924 

Credit Insurance 268 

Insurance businesses 1,818 

Reinsurance vfcSjaEge 166 

Banking and financial services (490) 

Holding and real estate companies gglgj fil 13 

Amortisation of goodwill fiJKfiSB? (410) 

Exceptional tens (15) 

Consolidated net earnings ihagpg 

attributable to shareholders 1082 


Consolidated revenues for the year on a comparable bask 
and excluding exceptional items (FFrUhni) . 


Reinsurance 

Non-Ufa Insurance 
In France 

Insurance 
outside Frame 


Credit Insurance 


Ufa Insurance 
in France 


Delivering on our promises 

At the time of privatisation in May 
1996, AGF committed itself to a 
series of objectives. The Group has 
kept its promises and has even 
exceeded these objectives. 

AGF has: 

• continued its drive to refocus on 
core insurance businesses, primarily 
in Transport and Credit Insurance; 

• pulled out of non-priorfty 

sectors, banking and reinsurance; 

• decreased its non-strategic 
interests; 

• sold FRF 5 billion worth of 
property assets; 

• launched an unprecedented 
initiative to boost productivity 

internet adress: http://wwwag£IW 
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BANK OF GREECE 
USS500.000.000 
Floating rate notes 1998 

Abefev b hereby goea that 
the notes wiU bear tmerest 
<S6J34766% per annum for 

the period 18 March 1997 to 

IS Jane 1997. Interest 
payable on IS Jane 1397 per 
USS 1,000 note witt amount to 
USS1&22. 

Agent Morgan Guaranty 

Trust Company 

JP Morgan 
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“Do what no one 
has done before .* 

KAXUO INAMOW. founds of Kyocera 
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IN BRIEF 


EU gives warning 
on Boeing deal 

Controversy surrounding Boeing's plan to take 
over McDonnell Douglas, the rival US aircraft 
maker, intensified when Mr Karel Van Miert, 
the EXT competition commissioner, suggested 
that the regulatory hurdles could be hi gher than 
expected. Page 26 

Salomon to seH Basis Petroleum 

Salomon Inc, parent of US investment banker 
Salomon Brothers, has agreed to sell Basis 
Petroleum, its oil refining, business, to Valero 
Energy Corporation for $485m. The sale will 
result in an after-tax loss for Salomon of $290m. 
Page 26 

GAN bailout could cost FFr30bn 

The total costs to the French taxpayer of 
put GAN. the state-owned insurance group, 
could be as much as FFrSObn ($5-21bn), warned 
its forms - chairman, Mr Jean-Jacques Bonnaud, 
who was sacked by the government Page 22 

Ahmanson enhances Great Western bud 

-The battle for Great Western Financial, the US 
thrift, intensified when ELF. Ahmanson 
enhanced its $6bn hostile offer. Washington 
Mutual made a $6.6bn white knight bid earlier 
this month. Page 25 

phSppineswamed overtax proposal 

- The trade association of foreign mining groups 
is the Philippines warned that a tax proposed 
by the government might drive companies out 
of the country. Foreign mining co mpanies 
would face an extra 15 per cent levy. Page 32 

BtjanflM chief to Join CSFB 

Mr Alan Smith, who last year stepped down as 
' nferirman of Jardine Fleming, the Hong Kang 
Investment bank, is to take up the number two 
position in investment banking for Credit Suisse 
first Boston, the Swiss- American h ank, in the 
Asia region. Page 28 

Demand high for Datang offering 

The Hong Kong tranche of the share offering by 
Beijing Datang Power is understood to be mare 
than 60 times subscribed, bankers said last 
night Beijing Datang wants to raise up to 
HK$3-13bn (US$404m). Page 28 


Companies in this issue 

ABSat 

22 tndofood 

28 

ADT 

26 J.C. Bamford 

4 

AT&T 

26 Jardine Homing 

28 

Advanta 

25 KDO 

4 

Advent Inf f 

25 Kubota 

4 

Autostrada 

22 Lockheed. Marten 

4 

Banco de Venezuela 

25 MGM 

25 

Bank Austria 

22 McDonnell Douglas 

26 

Basis Petroleum 

26 Mateos 

4 

Baying Datang Power 

28 NTT 

4 

Boeing 

26 NewsCorp 

25 

Bund 

29 Oil Search 

7 

CSFB 

28 Orogen Minerals 

7 

Canal Sateffite 

22 OstgCta 

24 

Citibank 

24 PBK 

24 


22 Paramount 

25 

Den Danaka Bank 

24 Pearson 

29 

East Astatic Company 

24 Pel-Job 

4 

Bactrabsl 

22 PMBpMarris 

5 

English China Clays 

29 Renault 

2 

FAJ 

4 SGS 

24 

GIC 

22 Sable 

22 

Gan 

22 Salomon Inc 

26 

Globus 

2 Sonae Investtenentos 

22 

Great Western Hnl 

25 Toyota 

2 

Grosvenor Estate 

22 Toyota 

28 

H.F. Ahmanson . 

25 Tractebel 

22 

Hammeraon 

29 Tyco International 

26 

Henkel 

24 Universal 

25 

Heritage Media 

25 Valero 

26 

l-feno 

28 Washington Mutual 

25 

Hitachi 

4 Western Resources 

26 


Market Statistics 


♦Amud reports service *-37 
Benchmark Govt bonds 30 

Bond tans ant options 30 

Bond prices and yWds 30 

OommotStin prices 32 

OMdanda anno u nced, UK 29 

BIS currency raes 31 

Eurobond prices 30 

Fbeed Wares indices 30 

FT/S&P-A World fedtos 43 

FT Gold Mnss Index 38 

FT/SMA HI bond eve 30 


FTSE Actuates share Imfices 38 


Foreign exchange 31 

Gilts prices 30 

London share sendee 36-37 

Managed ftnds sarvteo SMS 

Money motets 31 

Now Ml bond tews 30 

Sources 40-41 

Racent issues. UK 38 

Short-term bit rates 31 

US interest rates 30 

vrorid Stock Markets 39 


Chief price changes yesterday 


HUMORIST (IHQ 


GENE 

120 + 

3.50 

W 

I860 ♦ 

160 

Aataraal 

Ms 

13/ + 

7 

AtaB 

1386 - 

39 


mm - 

270 


622 - 

11 

KBWYOI^fS) 


Mesa 

ADT 

2M + 

3ft 

Mwrasms 

13ft * 

ft 

FMs 

.1814 t 

Oft 

taadilM 

3154 - 

3U 

T oyttz 

m - 


1ST 

28* - 

4K 

LONDON P*»Ml 


Hm 



IDT 

1810 + 272ft 

AOnon 

Ui 

40 * 

8 


751 - 

21 

fawtaga 

BSH - 

5 

Unq* 

TCtt - 

28H 


4BH - 

5H 

TOtOftrotM 


SSmUb 

1.85 + 

843 

BfltinfcmrY 

9.85 * 

1.10 

Kap Rbbwcss 

3J» * 

830 

MbU 

5.40 + 

870 

gas* use 

- 5.70 * 

845 

BMdM) nuto 

TUB - 

1.25 

Nsw Yoric 4 Torortbi' pries* ■ 


pass cm) 

FAN 




ACCOT 

BIB 

- 

10 

Mr marts 

B7S 

- 

35 

8ft 

884 

- 

30 

aw»UM 

558 

- 

Zl 

CCF 

2© 

— 

ftfid 

vow* 

TOKYO (Yea} 
Mm 

1926 


68 

(tafeOnsI 

336 

+ 

17 

M Weak* 

•374 


29 

SwtanoCorp 

833 

+ 

37 

Two Wc 

Ms 

454 

T 

71 

CMaTS&Bk 

682 

- 

S 

Kaw*» 823 

HOfiO KONG (HKS) 


29 

Arapiy Props 

855 

+ 

825 

OwHterTun 

1885 + 

815 

Steels* 

835 + 

0.15 

WMsttkACo 

MB 

W 

+ 


Hemteasatwv 

825 

- 

815 

SnrtWMQ 870 

BANGKOK (M4 

ms— 


810 

Conans East 

111.00 

+ 

1800 

PnM&FCB 

71.00 


6.00 

IfcckMrmPtli 

4150 

+ 

3.7G 

9tm Sts* 

M* 

1875 


1 75 


35800 

- 

32.00 

fienowi Co 

12J0- 

77.00 


850 


ADT agrees takeover by Tyco 

Michael Ashcroft to be left with personal stake worth about $200m 


Japanese 

cellular 

telecoms 


By Richard Waters 
in New York 

Mr Michael Ashcroft, the 
British-born chairm an of ADT, 
yesterday capped an extraordi- 
nary year with a $4hn agree- 
ment to sell his Bermuda- 
based home security company 
to Tyco international, a DS 
conglomerate. 

The deal marks Mr Ash- 
croft's second swan-song in 
less than 12 months, and 
would dose a chapter of one of 
the most colourful careers in 
British business. 

A planned all-stock sale of 
ADT to Republic Industries, a 


Pearson 
to invest 
£100m 
in FT 


By Raymond Snoddy 
in London 


Pearson, the UK media, 
information and entertainment 
group, is to invest up to £100m 
(3159m) in the Financial Times 
newspaper over the next five 
years with the aim of increas- 
ing international Circulation- 
New contract printing plants 
will be established in Milan 
and Singapore hut the main 
thrust of the expansion will be 
in the US. 


The announcement was 
made yesterday by Mrs Mar- 
jorie Scardino, the new Pear- 
son chief executive, as the first 
example of a determination to 
invest in developing the com- 
pany's main brands as well as 
improving performance 
throughout the group. 

Mrs Scardino said that 
although there would be 
change at Pearson she had no 
intention of making hasty deci- 
sions on disposals. Instead the 
emphasis for now would be “to 
do better by creating some 
clear performance measures, 
goals and rewards if they're 
reached.” 

Mrs Scardino outlined her 
approach as Pearson 
announced a 30 per cent drop 
in operating profit to £181m 
after a £I00m charge for 
accounting “irregularities" at 
Penguin USA was taken into 
account Turnover passed £Zbn 
for the first time to reach 
£2.186bn and operating cash 
flow rose 49 per cent to £21 9m. 

Within Pearson, the Finan- 
cial Times showed the greatest 
year-on-year growth in profit 
with operating profit up 123 
per cent to £16-5m after provi- 
sions with a margin of 13.7 per 
cent 

Yesterday’s announcements 
disappointed some investors 
who had hoped for more news 
on the future structure of 
Pearson. The shares f ell 15p to 
760p. 

Mr Richard Lambert editor 
of the FT, will be based in New 
York for 12 months from July 
to oversee editorial develop- 
ments in the US and head the 
FT presence there. 

“This is a great opportunity 
for the Financial Times, and 
for me. American business is 
becoming more global in char- 
acter, and it needs a global 
business newspaper relevant 
to its needs. That is what we 
are going to produce,” Mr 
Lambert said. 

The FT in the US will not try 
to emulate the detailed Ameri- 
can coverage of the Wall Street 
Journal but additional corre- 
spondents will be appointed to 
strengthen business coverage. 
There will also be a repackag- 
ing of content to make it more 
relevant to US readers. 

Overall, the aim is to try to 
increase the circulation of the 
FT from its present 300,000 to 
450.000.' 

Mrs Scardino said yesterday 
she wanted to see “heroic" cir- 
culation and equally heroic 
profits from the FT in future. 

Mr Lambert will remain edi- 
tor and until his return Mr 
Andrew Gowers, deputy editor, 
becomes acting editor based in 
London. Mr Peter Martin will 
be acting deputy editor and 
will continue as editor of the 
international edition. 

Pearson also announced yes- 
terday that it wifi make £50m 
available to improve products 
in the Pearson Professional 
division which carry the FT 
brand. At her meeting yester- 
day with City analysts and the 
press Mrs Scardino 
had little to say about possible 


disposals or their timing. 


company controlled by Mr 
Wayne Huizenga, the US entre- 
preneur whose earlier ven- 
tures included Waste Manage- 
ment and Blockbuster Video, 
collapsed last year after 
Republic’s shares tumbled. 

In recent months, Mr Ash- 
croft has also been attempting 
to fend off a hostile offer from 
Western Resources, an acquisi- 
tive US, electric utility. 

ADT said it had agreed to an 
all-stock takeover by Tyco 
which yesterday valued the 
company at about $27.40 a 
share. That compares with' the 
$22.50 in cash and stock 
offered by Western Resources, 


By John Griffiths 

The $3.1bn turnover 
automotive components busi- 
ness of Rockwell International 
is being span off leaving the 
US multinational with core 
businesses in industrial auto- 
mation, semi-conductor 
systems, avionics and commu- 
nications. 

The spin-off which will take 
the form of one share in a new 
automotive company for every 
three of Rockwell stock, fol- 
lows the sale by Rockwell of 
its defence and aerospace busi- 
nesses to Boeing for $&2bn. last 
year. It completes the trans- 
formation of our company 
from a broadly diversified con- 
cern into an enterprise focused 
largely on commercial elec- 
tronics markets,” Mr Don 
Beall, Rockwell's chairman, 
said yesterday. 

The remaining businesses in 
the group are expected to have 
2997 sales of around $8bn, 
mostly with substantially 

higher margin «! than Rockwell 

has been able to achieve'in the 
fiercely competitive automo- 
tive sector. 

The core company will have 
44,000 employees with 
Operations in around 100 coun- 
tries. The new company, Rock- 
well Automotive, consists of 
two principal businesses: 
heavy and light vehicle 
systems divisions. 

The heavy vehicles division 
is a major supplier of drive- 
train components for heavy 
trucks, buses and off-highway 
vehicles. 

The light vehicles division Is 
an almost fully globalised sup- 
plier of sunroofs, door assem- 


and the initial $26 a share 
value of Republic’s offer. Tyco 
wifi also assume ADTs debt of 
more than $lbn. 

Mr Ashcroft would be left 
with a personal stake in Tyco 
worth about $200m. Though 
gaining a seat on Tyco’s board, 
he would give up all manage- 
ment duties and not have any 
involvement in the running of 
the business, said Mr Dennis 
Kozlowski, Tyco's chairman. 

The deal, structured as a 
reverse takeover by ADT, 
would also raise Tyco’s profile 
Internationally by leaving It 
with a listing on the London 
Stock Exchange. The conglom- 


blies, suspension, wheels and 
electronic components to a 
broad array of car makers, 
with plants scattered from Lib- 
erec in the Czech Republic to 

China. 

Based in Troy, Michigan, the 
automotive businesses employ 
16,000 employees world-wide. 
The heavy and light units will 
be merged under the president 
of the heavy systems division, 
Mr Larry Yost, who has been 
named president and chief 
executive of Rockwell Automo- 
tive. 


erate will derive over $lbu of 
its annual revenues from the 
UK, Mr Kozlowski said. 

Western Resources had not 
responded to the proposed deal 
by yesterday lunchtime. How- 
ever, the move would bring it 
a handsome return on its 27 
per cent stake in ADT, bought 
more than a year ago. Based 
on yesterday's values. West- 
ern's interest, bought for about 
$500m, would be worth Sl-lbn. 
The Kansas-based utility 
would also emerge as the big- 
gest shareholder in Tyco, with 
a n ear-10 per cent interest. 

Tyco is offering 0.48133 of a 
share of its own stock for each 


The three businesses 
remaining within Rockwell 
are: Rockwell Automation, 
with projected 1997 sales of 
$4J>bn ‘.Rockwell Semiconduc- 
tor Systems, with projected 
1997 sales of $L8bn ;and Avion- 
ics & Communications, with 
projected 1997 sales of $1.7bn 
for its Collins brand avionics 
equipment 

It is intended to complete 
the spin-off by the end oT Sep- 
tember. Until then the two 
organisations will continue to 
operate as a single business. 


ADT share. The US company's 
shares slipped $3% to $56%. 
ADTs shares rose $4 to $25 3 i. 

Together, the companies will 
have about 10 per cent of the 
market for installing and mon- 
itoring home and office secu- 
rity systems in the US. Tyco 
said. The group, whose inter- 
ests include making valves 
and disposable medical instru- 
ments, promised cost savings 
and other benefits from com- 
bining ADT with its activities 
in installing and monitoring 
fire control systems. 


Lex, Page 20; Low- tech but 
riding high. Page 26 


Analysts were generally pos- 
itive about the deal though 
news of it came sooner after 
the defence and aerospace dis- 
posals than most had expected. 

Over the past five years 
Rockwell’s electronics busi- 
nesses have achieved annual 
average growth in sales and 
operating income of 21 per 
cent and 30 per cent respec- 
tively. News of the spin-off left 
Rockwell’s shares unchanged 
at $67% in early trading on the 
New York Stock Exchange yes- 
terday. 


groups 
plan tie-up 

By Michiyo Nakamoto 
in Tokyo 

Japanese cellular pbone 
companies affiliated with DDI, 
a long-distance telecoms opera- 
tor, and cellular phone opera- 
tor IDO are considering a 
tie-up to build their next gen- 
eration digital communica- 
tions services together. 

The eight DDIcompanies, 
which together make the 
second-largest cellular phone 
group in Japan, and Toyota- 
linked IDO, the fifth -largest, 
want to produce a digital net- 
work using advanced CDMA 
(code division multiple access) 
technology to compete more 
effectively against NTT 
Docomo. the industry leader. 

The move would be a major 
step towards restructuring 
Japan’s fragmented cellular 
phone Industry, where six 
groups compete for a market 
that has grown to nearly 20m 
subscribers. 

The six groups are. however, 
unevenly placed. NTT Docomo, 
the only company that pro- 
vides national coverage, has 
an outstanding lead over the 
other five, which are restricted 
to regional coverage by the 
local licensing system adopted 
by the telecoms authorities. 

NTT Docomo has a market 
share of almost 52 per cent, as 
against 17 per cent for the next 
largest competitor, the DDI 
group. An alliance would give 
DDI and IDO a combined mar- 
ket share of about 29 per cent. 

Ms Kate Lye. industry ana- 
lyst at SBC Warburg, said the 
groups would find it difficult 
to compete with NTT Docomo 
after a link-up. as they would 
be trying to win acceptance for 
new technology. “I think it’s 
going to be tough to be instant 
competition to NTT Docomo." 
she said. 

Mr Andrew Haskins, indus- 
try analyst at HSBC James 
Capel Japan, said the weak- 
ness of the pairing was that 
neither the DDI group nor IDO 
offers national coverage. DDI 
is restricted to western Japan, 
centring on Osaka, while IDO 
is restricted to the area of east- 
ern Japan around Tokyo. 

DDI and IDO already offer 
roaming services, which 
enable subscribers to one 
group to use the other's net- 
work. But they do not market 
their services together as a 
package, restricting the impact 
of sharing roaming services. 


Move completes focus on core electronics business 


Rockwell spins off vehicles arm 



Rockwell chairman Don Beall (right): the company transformed into a focused enterprise f-buk u> 


Lonrho profits 
warning sees 
shares slide 8% 


By Ross Homan 

Trouble-prone conglomerate 
Lonrho suffered an 8 per cent 
slide in its share price yester- 
day after warning that profits 
during the first half were 
likely to be a third lower than 
during the same months of 
1996. 

Strong sterling, weak plati- 
num prices and a disappoint- 
ing per f ormance by the compa- 
ny’s African trading 
subsidiaries were to blame, the 
group said. Shares in Lonrho 
ffeD 12*p to 145p. 

Stock brokers responded by 
slicing £i5m to £2Gxn from fore- 
casts for Lonrho’s profits far 
the year to September 30. 
Instead of a modest improve- 
ment over last year's pre- 
exceptional profit of £i70m, 
brokers now believe the com- 
pany will make about Cl 55m- 

The biggest surprise was 
contained in a warning of 
“moderate results in our Afri- 
can trading businesses" There 
had been no indication that 
the company’s portfolio of 
African interests, from sau- 
sage making in Kenya to sugar 
growing in South Africa, were 
not continuing to benefit from 
more favourable conditions in 
some African economies. 

Any profit fall could 
threaten Loxuho’s ambition to 
demerge its African trading 
interests later this year. 

If underlying profits fail to 
grow, it wifi be the first sub- 
stantial trading reverse since 
1992, when Lonrho was obliged 
to cut its dividend after a 65 
per cent fall in interim profits. 

The profit revision comes on 
top of a string of delays in the 
company's plans to withdraw 


from hotels and demerge its 
African trading operations. 

Some revision had been 
expected because of the strong 
pound and weak precious 
metal prices. 

Lonrho is vulnerable to the 
strength of sterling because of 
its overseas interests. Brokers 
also noted a 10 per cent fell in 
the price of platinum year on 
year, and a 7 per cent fell in 
gold. Lonrho Platinum Is a 
leading producer, while 
Ashanti Goldfields, of which 
Lonrho holds 33.3 per cent, has 
produced disappointing 
results. Lonrho’s first half 
ends on March 31. 

The profit warning is an 
early setback for Mr Nicholas 
Morrell who took over from 
Mr Dieter Bock as Lonrho’s 
chief executive in October, and 
Sir John Craven, who became 
chairman earlier this month. 

Lonrho shareholders are still 
waiting for developments in 
the company’s break-up plans. 

Although the group's Metro- 
pole hotel chain was sold last 
year, talks with Prince A1 wa- 
lked bin Talal bin Abdulazdz al 
Saud. the wealthy Saudi inves- 
tor, over the sale of the Prin- 
cess chain of resort hotels 
have yet to reach fruition. 

Further uncertainties have 
been created by a European 

Commission investigation into 
the 28 per cent holding in Lon- 
rho controlled by Anglo Amer- 
ican, South Africa’s biggest 
company. The Commission has 
indicated that it objects to the 
purchase because of concerns 
over the potential impact on 
platinum prices. Both compa- 
nies are big producers. 


Lex, Page 20 


1996 PRELIMINARY RESULTS 

“The major immediate 
changes under new management 
at Pearson will be the ones 


of style and focus on performance ” 


Marjorie Scardino Chief Executive 



1996 

1995 

Increase 

Sales 

£2.18fim 

£I,830m 

+19% 

Operating profit 




before charge for improper 
accounting at Penguin USA 

£28Im 

£260m 

+m 

Adjusted earnings per share 

3Q.6p 

28. 8p 

+6% 

Dividends per share 

18. Op 

16-5p 

+90*> 


PEARSON 
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COMPANIES AND FINANCES EUROPE 


Den Danske acquires Swedish bank 


By Greg Mctvor 
in Stockholm 

Den Danske Bank, Denmark’s 
biggest, yesterday signalled a drive 
into the Swedish market by acquir- 
ing Ostgota TCnwiriida Bank, the 
country’s sole remaining provincial 
bank, in a SKr22bn ($283. 5m) deal 
The move marks the most signif- 
icant Incursion to date by a foreign 
bank into the Swedish banking sec- 
tor, and adds to the wave of 
restructuring which has swept 
through the sector since late last 
year. 


K also makes DDB the first for- 
eign bank to acquire a retail net- 
work in Sweden. 

Mr Knud Sorensen, DDB chief 
executive, said the bank wanted to 
strengthen its position in Sweden 
in preparation for the opening of a 
bridge and tunnel link between 
southern Sweden and Denmark in 
a few years. 

DDB said that it bad bought a 77 
per cent stake in QstgOta for 
SKr23bn from Lundbergs, a Swed- 
ish property and investment hold- 
ing company. The offer, which is 
being extended to all shareholders. 


values QstgOta at SKr&£bn. 

The SJCrSQ.50 a share offer rep- 
resented a heavy premium on Ost- 
gfita’s dosing price last weeds of 
SKr27. The shares quickly rose to 
the offer level in Stockholm trad- 
ing yesterday. 

OstgOta, which has 29 branches 
in southern Sweden, made pre-tax 
profits or SKr224.3m last year on 
net interest income of SKr456m. 

Mr Sorensen defended the price 
tag. saying: “The purchase gives us 
a unique opportunity to break into 
the Swedish market If we were to 
build up a similar branch network 


ourselves, it would be very expen- 
sive and would take tune.” 

Assuming approval- from Swe- 
den's Financial Supervisory- 
Authority. the transaction will sub- 
stantially strengthen DDB’s pres- 
ence in Sweden. It has only one 
branch, in Stockholm, which is 
focused on corporate banking 
services. 

The move reflects a growing 
trend amnng Scandinavian banks 
to establish a pan-regional pres- 
ence. Svens ka Handels bank en. 
Sweden's biggest bank, has 
employed a similar strategy to 


enter Norway and Finland. 

Mr Fredcrik Lundberg. OstgOta 
man-tg in g director, said that the 
tie-up would enable Ostgdta - 
which will retain its name - to 
offer a complete range of banking 
services. 

The deal follows a round of 
integration in Swedish banking 
triggered by the SKrfflbn purchase 
of Stadshypotek, the mortgage 
bank, by Haadelsbanken lost year. 

Two other teaks, Swedbank and 
Fdreningsbaakcn, last month 
announced a merger to create the 
country’s second biggest bank. 


Henkel optimistic as 
profits advance 6% 


By Sarah AHtiaus 
in Frankfurt 

Henkel. the German 
consumer goods and chemi- 
cals company, lifted 1998 net 
profits 6 per cent from 
DM4£Sm to DM515m 
($303. lm) and said it was 
looking for an improved per- 
formance again this year. 

The group has been pursu- 
ing an aggressive strategy of 
global expansion. It said yes- 
terday growth would be 
fuelled by higher sales on 
the back of last year's 
DM2 bn purchases of Loctite, 
the US adhesives and seal- 
ants company, and Nova- 
max, the US-based speciality 
chemicals group. 

At the same time, it said 
Loctite would hold back net 
profits this year somewhat 
because of financing costs, 
write-downs and restructur- 
ing. However, Hans-DIetrich 


Wlnkhaus, chairman, said: 
“This is all according to 
plan, and the positive effects 
will start coming through 
next year." 

Turnover rose 15 per cent 
from DM14. 2 bn in 1995 to 
DMl6.3bn. Earlier acquisi- 
tions, particularly of 
Schwarzkopf, the Hamburg- 
based hair care group in 
which it acquired a 77 per 
cent stake in late 1995, pro- 
duced most of the 15 per cent 
Increase. 

Operating profits rose 3 
per cent to DM744m, with 
strong sales growth helping 
to offset higher restructur- 
ing costs and goodwill write- 
downs connected with acqui- 
sitions. Earnings per share 
rose from DM3.35 to DM3.70. 

However, the figures were 
below market expectations 
and the shares closed 2.7 per 
cent lower at DM90.80. 
Chemicals were otherwise 


under pressure in the wake 
of last week's disappointing 
figures from Hoechst 

Most of last year's sales 
growth came from outside 
Germany, with foreign sales 
rising 19 per cent to 
DMlO-Sbn. Gains were partic- 
ularly Strang in Asia, Aus- 
tralia and Latin America. 
Domestic sales rose 8 per 
cent to DM5-5bn. 

Operatlng profits in the 
chemicals division declined 
15 per cent, on a 4 per cent 
increase in sales. This was 
because of lower volumes 
and price declines in oleo- 
chemicals , which are made 
from natural oils. 

In metal ftHwTni reilg anri 
industrial hygiene, profits 
rose 24 per cent and turn- 
over increased 6 per cent, 
helped by the Novamax 
acquisition, cost-cutting and 
price increases. 

Profits from adhesives and 
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Hans-DIetrich Wlnkhaus: This is all to plan. The positive effects will start next year 1 


te chnical chemicals rose 4 
per cent and sales by 16 per 
cent 

Sales in cosmetics and 
body care almost doubled 
because of the Schwarzkopf 


purchase. In the detergents 
sector, the group said it fur- 
ther expanded its leading 
share of the domestic market 
against fierce competition. 

Joining a growing club of 


German companies seeking 
to improve shareholder 
value, Henkel said it was 
planning a stock option plan 
Unking management pay to 
share performance. 


BAYERISCHE LANDESBANK MONEY AMD CAPITAL MARKETS 


There are many similarities between the 
current bond-market situation and die 
situation during the 1986/87 low-interest 
period, but a look back also shows major 
differences. 

NO SIGNS OF A RATE 
REVERSAL 


The fact that the cut in the discount rate almost a 
year ago to a level seen only once in the past 
(between December 1987 and June 1988) did not put 
paid to the market's interest-rate hopes clearly 
shows that these hopes no longer depend on , 



1680 1882 1984 1986 1688 1990 1992 1994 1996 


MOVING IN TANDEM 

While monetary growth and the net change in equity prices had fluctuated 
only little in the 1970s, fluctuations widened in the 1980s. Year-on-year 
fluctuations in equity prices in the 1990-1996 period ranged from a negative 
37 per cent to a positive 72 per cent, with money-supply growth during this 
period ranging between 1.6 per cent and 10.9 per cent A point worth noting 
is the tendency of these two aggregates to move in tandem. Whenever the 
money supply expanded in the past few years, equity prices spiked up 
noticeably, while In phases of shrinking money-supply growth equities 
drifted lower. These parallel movements are due to the central banks' 
monetary targeting strategy, which is increasingly becoming potential- 
oriented. In the most industrial countries, the equity markets responded 
highly favourably to this stability-oriented monetary policy. 


expectations regarding the Bundesbank's key 
interest rates alone: the expectation of an extended 
inflation-free upswing has been gaining ground. This 
in turn is also having an effect on the fine-tuning by 
the Bundesbank of the banks’ liquidity via the repo 
rate. 

TTre current situation is similar to that prevailing 
about a decade ago. The average public-bond yield 
was also moving in' the direction of five per cent in 
1986/87, the three-month rate and the yield on ten- 
year bank bonds was down at 3Vz per cent and 
roughly 6 1 /* per cent respectively. 

But these are not the only similarities. The 1986/87 
period bears a striking resemblance to the present 
one also in other respects: 

1. The increase in foreign buying of D-mark bonds 
helped to accelerate the slide in interest rates. 

2. Monetary growth exceeded the Bundesbank's 
target both in 1996 and ten years previously. 


3. Both in 1986/87 and 1996, monetary capital 
formation at credit institutions was significantly 
below the muiti-year average {which is typical of a 
period of low interest rates), while time and savings 
deposits expanded at a fast clip. 

4. During both periods, banks were the principal 
investor group in the bond market. Non-banks took 
third place after foreign investors and were thus at 
the bottom of the league. 

5. Stable prices are a characteristic of both periods. In 
1986/87, the retail price index had remained 
unchanged thanks to falling import prices. In 1996, 
the cost of living rose by a mere Yk per cent, and 
prices promise to remain tame this year. 

Sceptics will point out, however, that the 1986/87 
period of low interest rates was followed by a rate 
reversal. The experience gained in those two years 
suggests that interest rates will take another piunge 
in the final phase of the down cycle (which will 
presumably come as early as in the summer months) 
but then swiftly reverse direction. 

Looking back, we note that the three-month rate rose 
to 4Yt per cent by mid-year 1988, moving on to seven 
per cent by the middle Of 1989 and reaching its 
cyclical peak just short of ten per cent in August 
1992. During this period, the yield on ten-year bank 
bonds climbed to 6.7 per cent in mid-1988 and 7.1 per 
cent in mid-1989, peaking at 9.1 per cent in February 
1990. 

But history rarely repeats itself. As the present 
situation is different from that prevailing in 1986/87, 
we are unlikely to see a re-run of the past. The 
principal points of difference are mentioned below: 

■ The public authorities have embarked on a strict 
course of budgetary consolidation. As a result, the 
strain on the capital market caused by public 
borrowing is steadily diminishing. 

■ As the corporate sector is amply provided with 
liquidity, it is to be expected that the predicted revival 
in capital spending will have only a limited impact on 
borrowing demand, even if the economic upswing 
should gain momentum. 

■ Housing construction is not expected to pick up 
noticeably this year; this is also true of business 
construction. 

■ Unemployment has -on an annual average -risen 
from 6 } /g per cent in the late 1980s to more than ten 
per cent The difficult situation in the labour market is 
a factor the Bundesbank must take into account in 
conducting its monetary policy. 

The message is clear. Although yields have dropped 
to their lowest level since 1986/87 and the average 
bond yield has plumbed a historical low at less than 
five per cent, it would be wrong to conclude that 
interest rates in 1997 will replicate their upward 
movement after the end of the 1986/87 easy money 
period, when the average bond yield jumped to 9.2 
per cent. It would seem more realistic to expect that 
interest rates will remain at a low level. 


Bayeriscfae Landesbank, Department of Economic Research 
Brienner Str.18, D-80333 Munchen, Fax (089) 2171-1329 




9 


FT 


Bayerische Landesbank 


EUROPEAN NEWS DIGEST 


Citibank offers to 
buy Polish stake 

Citibank, of the US, has offered to buy a strategic stake in 
the state-owned Powszechoy Bank Kredytqwy, one of 
Poland’s hugest commercial banks, if successful, the bid . 
would give It a leading position in the country's banking 
system. Citibank, which tea started due diligence at PBK, 
is competing with Samsung, the Korean industrial group, 
and a local consortium of financial institutions led by the 
Polish Development Baak<PB&V 

HSBC, which is advising the Polish government on the 
sale, says PBK, witha network of 45 branches, te worth 
“between 5400m and $5Q0m". PBK is the country's 
sixth-largest bank and reported a 290m zloty ($94 tn) net 
profit last year. HSBC has been mandated to place 65 per 
cent of the bank’s equity with a strategic investor by the 
end of April. Tte refraining stock will be sold in a public 
offering later this year. 

Citibank's interest follows a five-year campaign in 
Poland to build up a corporate banking operation and 
brokerage. Last year It reported a Tire doty (&!4m) net 
profit an capital worth 442m zlotys. The bank has four 
branches in Poland and has already announced plans for 
a retail network. Christopher Bobihski. Warsaw 

SGS ahead 14% but warns 

Socttte G£n£rale de Surveillance, the world's biggest 
testing and inspection company, yesterday reported a 14 
per cent increase in met profits, to SFrtfi&Tm ($l80m), but 
warned that the loss of two of its biggest government 
contracts, could hit this year's profits. 

The warning follows the surprise termination this 
month of a pre-shipment inspection (PSD contract with 
P akis tan, which was due to run until January 1999. PSi 
contracts involve the verification of goods at the point of 


entry or departure. SGS has also had to suspend a PSI 
contract with Kazakhstan, because of non-payment, and 
the Indonesian government, SGS’s biggest client, is due to 
terminate its existing PSI contract at the end this month. 
SGS bearer shares shares fell 4.5 per cent to SFrS^SO. 
Three-quarters of SGS's revenues, and 95 per emit of its 
operating profits, come from inspection and testing 
services which are linked to the growth of world trade. Its 
services cover 140 countries and it operates 35 
government contracts. 

Operating profits rose 27 per cent to SFr317.4m, but 
more than a third of the improvement reflected 
exceptional income, primarily foreign exchange gains. 
There was also a SFrt&5m turnround into profit at the 
group's troubled insurance services arm. 

The group’s earnings per bearer share rose 18 per cent 
to SFrl52.65. helped by the buy-back of 300,000 shares, and 
the dividend is to be increased by 17.9 per cent to SFrSS 
per bearer share. WUHam Hall Geneva 

East Asiatic Company ahead 

The East Asiatic Company, the Danish trading company 
with substantial interests in east Asia, lifted profits after 
tax on ordinary operations from DKr42m in 1995 to 
DKrl8Qm ($27. 75m) last year on turnover which increased 
from DKrl4.42bn to DKrl6.45bn. But after extraordinary 
items, charges for discontinuing operations and minority 
shares, the net profit slid from DKi271m to DKrl77m. 

HQary Barnes, Copenhagen 
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EU warns on Boeing deal 
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‘More than ever before Amic needs to focus its attention on ensuring that 
each of its businesses is globally competitive.” - Leslie Boyd, Chairman. 


In spile of difficult trading conditions, particularly in the first 
quarter, Amic's total net earnings for the twelve months to 
31 December 1996 declined by only 3 per cent to R1 029 
million from R1 062 million in the previous year. Headline 
earnings declined by 2 per cent to R1 018 million from R1 
039 million. The poor start to the year was in direct 
contrast to a very successful final quarter which produced 
record earnings. 

Total net earnings per share, based on the weighted 
average number of snares in issue during the year, were 7 
per cent lower at 1 492 cents and headline earnings per 
share were 6 per cent lower at 1 476 carts. This reflects 
the increased number of shares in issue following the award 
of capitalisation shares, and the successful R1 200 million 
rights issue which took place in November 1996. Hatring 
declared an interim dividend of 160 cents per share in 
cash, the board has again decided to award capitalisation 
shares In respect of the final results. Members may. 
however, decline the award and elect to receive a final 
dividend of 385 cents per share. Our major shareholders 
have indicated their intention to accept the capitalisation 
shares. The total dividend has therefore been maintained at 
545 cents per share, with cover dedining marginally from 
2.9 times to 2.7 times. On behalf of the board, I wish to 
thank everyone whose efforts, often under adverse market 
conditions, contributed to this performance. 

Amic's strong balance sheet was strengthened even further 
during the year, assisted by a 49 per cent increase in 
operating cash flow to a record R2 106 million. This 
increased cash flow, together with the proceeds from the 
rights issue, enabled the group both to fund capital 
expenditure of R2 047 million and to reduce total net 
borrowings by R1 156 million to R1 371 million. This 
reduction, together with the impact of the additional shares 
Issued during the year, resulted in Amic's net debt to equity 
ratio of 11.4 per cent at 31 December 1996 being the 
lowest since 1977. 

The Future 

While I am confident that - 1997 wrill prove to be a year in 
which the foundations for higher medium term economic 
growth are firmly established, the immediate consequence 
of higher interest rates urill unfortunately be negative. 
Nonetheless, improving export volumes and another good, 
but lower, agricultural harvest should ensure that economic 
growth is meaningfully above 2 per cent This will represent 


a disappointing return to a level of growth that is below the 
rate of population Increase. The indications are however 
that commodity prices will be higher this year and, taken 
together with an expected improv ement in export proceeds 
from a weaker rand, Amic has budgeted for a real increase 
in earnings for 1997. 

Continued global economic expansion, somewhat lower 
domestic interest rates during the course of the year, 
continued fixed investment ana export growth, ana the 
Improved perception amongst foreign investors of this 
country that will flow from growing evidence that the 
GEAR strategy is being implemented, should result in 
higher economic growth in South Africa in 1998. The 
clearer the evidence of our willingness to tackle the 
problems with which this country is raced, the more rapid 
this growth will be. 

Of great significance to the future of South Africa has been 
the acquisition by black investors of controlling interests in 
some of South Africa's foremost industrial and mining 
companies. The process of black economic empowerment 
is vital to redress the historical racial imbalance drat exists 
in the mainstream economy, an unfortunate legacy of 
apartheid. Privatisation represents a further opportunity for 
black economic empowerment, quite possibly in 
partnership with foreign investors capable of providing 
state-of-the-art technology. 

South Africa Is a democracy of strong and plentiful 
non-government institutions, a characteristic which 
differentiates the country from the rest of sub-Saharan 
Africa, and indeed horn many East European nations. The 
country has an industrialised economy, sound physical 
infrastructure, good communications, an independent 
judiciary, an independent and free press, a strong 
constitution, and strong churches. These factors, along 
with a dynamic and involved business sector, played a 
major role in ensuring that the political transition in South 
Africa was peaceful, lhey also give the confidence to be 
positive about the future of this country. An essential 
element of this is responsible behaviour by the tirade 
unions and a continued reduction in strikes, whether they 
be legal or Illegal. Business, labour and government have a 
joint responsibility to lift South Africa onto a higher growth 
path where the benefits of growth are shared, and 
together address the unemployment challenge that this 
country faces. 


RESULTS 




1996 

1995 

Income Statement 

B oBoa 

Rimlan 

Turnover 

23 717 

20 522 

Earnings from operations 

1 995 

568 

1 991 

576 

Dividends 

121 

94 

Share of associates earnings 

447 

482 

Income from investments and other income 

172 

184 

Interest paid 

(558) 

(397) 

Earnings before taxation 

2 177 

2354 

Taxation 

609 

647 

- Current 

274 

256 

-Deferred 

169 

191 

- STC 

17 

IS 

- Share of associates taxation 

149 

182 

Earnings after taxation 

1 568 

1707 

Earnings attributable to outside shareholders 

539 

645 

Total net earnings 

1 029 

1 062 

Determination of headline earnings 



Total net earnings 

1029' 

1062 

Goodwill amortised 

15 

11 

Surplus on sale of investments and fixed assets (14) 

(37) 

Sale or non-trading items of associates 

(21) 

(4) 

Other Items 

9 

7 

Headline earnings 

1 018 

1 039 

Cash Flow Statement 



Operating activities 



Cash generated by operations 

3 155 

3 076 

Changes in working capital 

(27) 

(1 095) 


3 128 

1 981 

Interest paid 

(662) 

(456) 

Taxation paid 

(360) 

(HO) 

Cash available from operations 

2 106 

1415 

Investing activities 



Net investments 

(66) 

(216) 

Net Investments in subsidiaries and 



joint ventures 

(22) 

U0) 

Investment income 

230 

227 

Net fixed assets 

(1848) 

(1 721) 


(1 706) 

(1 720) 

Financing activities 



Shares issued and premium received 

1816 

14 

Redeemable preference shares redeemed 

(34) 

(S3) 

Net loans (repaid) raised 

(471) 

364 


681 

295 

Net cash generated (utilised) 

1 081 

(10) 

Dividends paid 

(202) 

(263) 

Net cash from subsidiaries acquired 

19 

- 

Cash resources at the beginning of the year 

978 

1 251 

Net cash at tbe end of the year 

1 876 

978 


Balance Sheet 

Capital employed 

Shareholders' equity 

Redeemable preference shares 

Outside shareholders interests in subs idi ari es 

Total shareholders' interests 

Deferred taxation 

Outside borrowings - long-term 

— short-term 

Represented by. 

Fixed assets 
Investments and loans 
Inventories and accounts receivable 
Deposits and cash 
Other liabilities 


8 713 6 757 

34 

4 375 3 370 

13 088 10161 


17 303 14 436 

11 221 9 224 

2 654 2 477 

7 627 6 863 

2 129 1 172 

(6 328) (5 300) 
17 303 14 436 


Nutt- Following the proalce adopted fry Anglo American Corporation, AMICs 
shore ol eorrnnga oj a s so ct a tea is reflected In the Income statement before 
adjusting Jar Its share of associates' taxation and outside shareholders' Interest, 
which are Included in the appropriate tine Items. Campamthw ftgmes are 

restated accordlnqfv. 


Capitalisation share award and right of 
election to receive instead a final dividend 

As indicated in the accompanying statement by the 
chairman, the directors nave resolved to award 
capitalisation shares to ordinary shareholders registered in 
the books of Amic at the dose of business on Friday, 
4 April 1997 (“the record date"). The terms of the 
capitalisation award will be published on Tuesday. 
1 April 1997. Instead of the capitalisation award 
shareholders may in respect of all or part of their 
shareholding elect to receive a final dividend of 385 cents 


to be issued pursuant to the capitalisation award will be 
issued as fully paid by way of capitalisation of part of 
Amic's distributable reserves. 

Documentation dealing with the capitalisation award and the 
elation urill be posted to shareholders on Thurahy. 10 April 
1997. In order to be valid, completed election forms will 
need to be received by the company's transfer secretaries by 
no later than I2h00 on Fiiday, Z May 1997. 

Forms of election postmarked by not later than 2 May 1997 
will be accepted up to 12h00 on Thursday, 8 May 1997. 
Should such election forms not be received by that date 
Amic will automatically issue capitalisation shares to all 
relevant shareholders concerned. Applications wfB be made 
to The Johannesburg Stock Exchange and the London 
Stock Exchange for the capitalisation stares to be listed with 
effect from the commencement of business on Monday, 
12 May 1997. 

Shareholders are advised that the share registers will be 
closed from Saturday, 5 April 1997 to Saturday, 12 April 
1997, both days tnclusive. 

The right to elect to receive a dividend is not available to 
shareholders in any jurisdiction In which it Is illegal to grant 
the same. 


By order d the board 
Anglo American Corporation of South Africa Limited 

Secretaries 
per-. C L Parrel 

17 March 1997 Divisional Secretary 


Registered Office London Office Transfer Secreta ri at 

44 Main Street 19 Charterhouse Street ConsoEdated Share Registrar? Limited The Royal Bank at Scotland Pk 

Johannesburg London EC IN bQP 1st Floor - Edura Firs! Floor 

South Africa 40 Commissioner Street 5- 10 Ct Tower Street 

Johannesburg 2001 South Africa London EC3R 5ER 


By Emma Tucker 
in Brussels 

Controversy surrounding 
Boeing’s plan to take over 
rival CS aircraft maker 
McDonnell Douglas intensi- 
fied yesterday when Mr 
Karel Van Miert; the Euro- 
pean Union competition 
commissioner, suggested 
that the regulatory hurdles 
could he higher than 
expected. 

Speaking just days before 
be is due to announce an 
in-depth investigation into 
the merger’s an com- 

petition, Mr Van Miert said 


he had “underrated" the 
problems associated with the 
deal, which will create the 
world's biggest aerospace 
group. 

The takeover has been 
submitted to regulators in 
the US and the EU. Brussels 
will have until mid-July to 
complete its investigation 
under EU competition rules 
which outlaw the creation or 
stren gthening of a dominant 
position in the 1 5-country 
single market 

Mr Van Miert has not yet 
specified the nature of his 
concerns over the merger. 
He is expected to give some 


details tomorrow when he 
announces that a month- 
long inquiry already con- 
ducted win be extended for a 
farther tour months. 

The case is a particularly 
sensitive one for Ur Van 
Miert, not least because be 
will have to co-ordinate 
closely with his regulatory 
counterparts on the other 
side of- the -Atlantic. Both 
sides have worked closely on 
cases with international 
ramifications before, and 
although they have not 
always reached identical 
decisions, they have avoided 
serious conflict. 


But the Bwhs-McDonneH 
merger is different from 
other global cases in that 
almost all of the two coops. 
Dies 1 manufacturing ism the 
US and they have few assets 
in&urope- 

. That means Brussels 
.would be powerless to 
require the companies to 
shed businesses or modify 
operations in the Eli, - - - 
Mr Van Miert said yester- 
day he was aware of the 
problems, with the US that a 
tough stance on the deal 
could cause, but this was not 
a reason for the Comzaiseton 
to failtn Its duties. 


Valero buys Salomon oil unit 


By Tracy Corrigan 
m New York 

Salomon inr, parent of 
Salomon Brothers, has 
agreed to sell Basis Petro- 
leum. its oil refining bum- 
ness, to Valero Etoexgy Cor- 
poration for 5485m in stock 

ami c agh 

The sale will result in an 
after-tax loss tor Salomon of 


The 8485m price is made 
□p of $365m in cash and 
5120m in Valero stock. Salo- 
mon will also receive partici- 


pation payments of up to 
8200m during a 10-year term 
following the expected May 
completion of the deal, if a 
target refining margin Is 
exceeded. 

"This sale provides Salo- 
mon with a good way to exit 
a non-core business and it 
piarpg Basis in the hands of 
a company committed to 
refining,* 1 said Mr Robert 
Denham. Salomon chairman 
and chief executive. 

The sale will have no 
impact an the operations of 
Ptribro. Salomon's commodi- 


ties trading arm. Basis and 
Phibro have been run sepa- 
rately since 1992. 

Basis’s business consists 
of three US refineries, in 
Texas and Louisiana, with 
total distillation capacity of 
310,000 barrels a day. Hie oil 
refining and marketing busi- 
ness recorded a pre-tax loss 
of $l23m for the year, as 
Salomon invested heavily in 
converting refineries to take 
heavier oil. 

Salomon has retained its 
18 per cent stake in Genesis 
Energy, an oil transportation 


business, which was previ- 
ously held through Basis. 
Salomon will continue to 
provide credit support to 
Genesis under existing 
agreements, and some 
administrative services will 
be provided tor a. limited 
period. 

As a result of the deal, 
Salomon has restated its 
1996 figures with net income 
for the year totalling 8817m. 
instead of the record 5907m 
originally reported. Income 
from continuing operations 
In 1996 was 8982m. 


Low-tech but riding high 

Average annual returns to shareholders of more than 20 per 
cent have won Tyco a considerable stock market following 


T o the popular imagi- 
nation. the success of 
the US corporate sec- 
tor in the 19905 is founded 
on world leadership in a nar- 
row group of industries. 
High-tech companies like 
Microsoft, or consumer prod- 
ucts groups with global 
brands like Coca-Cola and 
Procter & Gamble, have 
become the touchstones for 
the current bull market 
That, though, tells only 
part of the story. Tyco Inter- 
national, New Hampshire’s 
only pretender to the ranks 
of America’s corporate elite, 
has set out to prove that 
there are other places to 
make money - in the low- 
tech, low-visibility world of 
valves, fire sprinkler 
systems and disposable med- 
ical products. 

With its agreed S4bn bid 
yesterday for ADT, the lead- 
ing home security company 
in the US, Tyco says it is 
ready to step cm to the world 
stage. 

The stock market’s imme- 
diate reaction was a cautious 
one. Tyco's shares slipped 
nearly 6 per cent in reaction 
to what looked like a hefty 
price. Even after the decline, 
the all-stock offer valued 
ADT at $27.37 a share, con- 
siderably more than the 
822.50 a share value of a 
rival hostile cash-and-stock 
offer made by Western 
Resources. 

Prom a longer-term per- 
spective, however. Tyco is 
still riding high. A period of 
acquisition-driven growth - 
and average a nnu al returns 
to shareholders of more than 
20 per cent in the past 
decade - have won it a con- 
siderable stock market fol- 
lowing. At $56% yfesterday 
lunchtime in New York, its 
shares were still worth more 
than twice their level of two 
years ago. 

Mr Dennis Kozlowski, 
chairman and chief execu- 
tive, says he now wants to 
build a bigger international 
following for the company. It 
already generates about 40 
per cent of its revenues over- 
seas. a proportion that will 
not change materially with 
the acquisition of ADT. 

However, the purchase 
will give Tyco more than 
Sibn of revenues annually in 
the UK, Mr Kozlowski said, 
making ft time to obtain a 





Michael Ashcroft, ADT chairman: declared himself ready to 
bow out on a high note yesterday 


presence on the London 
Stock Exchange as well. 

Until now. Tyco has been 
bunt largely through a hum- 
drum series of low-value 
acquisitions. Typical of these 
have been this year's pur- 
chases of Sempell Valve, a 
German valve-maker with 
revenues of $i30m, and 
American Tube & Pipe, 
a maker of steel tubes and 
pipes with 8120m of reve- 
nues. 

There have been signs, 
though, that the company 
has been itching to join toe 
big league. In January came 
news that it had offered 84bn 
for American Standard, a 
group whose claim* to fame 
include its big market posi- 
tion in lavatories and other 
plumbing equipment 


That offer was spurned: 
Mr Kozlowski says now that 
he has no appetite for hostile 
acquisitions, and has not 
pursued toe initial overture. 


A lso under consider- 
ation is a plan to buy 
the undersea cable 
business from AT&T, an 
operation with annual reve- 
nues of nearly Sibn. The US 
telecommunications com- 
pany said last year it was 
planning to sell the unit; 
which designs, lays and ser- 
vices undersea telephone 
cables. Those discussions are 
still continuing, Mr 
Kozlowski said yesterday* 
The potential AT&T deal 
highlights another change 
under way at Tyco. From 
being a manufacturer and 


distributor of a range of 
products, most of them for 
industrial companies, the 
group Is now bent on build- 
ing a strong presence in ser- 
vicing businesses. 

In that, its ambitions echo 
those of other US manufac- 
turing groups such os Gen- 
eral Electric, which have 
pinned their future increas- 
ingly on the higher-margin, 
faster-growing business of 
servicing and maintaining 
the equipment they manu- 
facture. "We want to service 
everything we sell in the 
after market 1 ’ Mr Kozlowski 
said. 

The security monitoring 
and fire control businesses 
are set to be the biggest part 
of the enlarged Tyco. 
Together, they will account 
far around $4bn of the com- 
pany’s *9-5bn of revenues 
next year. Tyco said - equiv- 
alent to about 15 per cent of 
a fragmented market which 
Is in the early stages of fall 
consolidation. 

The company’s main task 
now wQl be to convince the 
stock market that it has the 
management skills and; , the 
tenacity to squeeze the sort 
of value out of its ADT 
acquisition that it has prom- 
ised. That will include $S0m 
of cost-savings in the first 
year, rising to 8100m In 
savings three years after the 
deal is completed. 

Those savings wilt be won 
by combining purchasing 
and ' general corporate 
Operations, and by hand i n g 
the monitoring of Tyco's 
existing security and fire 
control businesses to ADTs 
central . monitoring desk. 
Tyco’s shareholders will see 
better -earnings per share 
immediately as a result of 
the \ deal, Mr Kozlowski 
promised yesterday. 

ADT shareholders, on the 
other hand, will not have to 
wait oh a promise. The offer 
valued the company's shares 
at about twice their level of 
a year ago. After a period 
that has seen one failed 
merger (with Republic 
Industries) and one hostile 
bid (from Western 
Resources), It fa little won- 
der that Mr Michael Ash- 
croft, ADT chairman, yester- 
day declared himself ready 
to bow out on a high note. 

Richard Waters 


Bank of Greece 

Athens, Greece 

U.S. $250,000,000 

floating Rate Notes due 1999 

For the six months 1 7th March. 1997 to 17th September, 1997. 
the Notes will cany an, interest rate of 6.125% per annum with a 
coupon amtwnt of U5. $3 1 1.06 per U5. $ ltyXX) Note, payable on 
17 th September; 1997. 


Bankers Trust 

Company, London Agent Bank 


US. $200.000000 - 

HSBC Americas. Inc. XWh 

'Af 

Booling Rate 

Subordinated Notes Due 2000 
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Capital One Master Trust 
U&OUIIUH 
Floating Rate Oom A Certificate*. 
Series 199SJ 

For the micreci period 17th March, 
tw in iSdi April, iot the Cen- 
i hater will carry oa unties rate of 
5_SJ7Vn per annum with an anwwx 
nfU-S SMjWpwahJcnwUS.SIUilOO 
denomination and US. S446.HS per 
U-S. S lOOXRin dcwmliMHin. payable un 
ISh April. 1*7, 

Utdon Baafcof Svkzeriand 

London Brandt Agent BjoL V£? 

IM March. 1997 


u.$; $4Qo y ooofioo 

Hydro-Quebec 

Undated- • 

Floating Rate Notes, Series GL 

Unconditional' guaranteed as to payment 
of principal and interest by 

Province de Quebec : 


Interest Rate . 5.8125% per annum. 

Interest Period. 17th March 1997 

17th September 1997 

Interest Amount per 
U.S. $10,000 Note due 
17th September 1997 


U.S. $297.08 


Crecflt Suisse First Boston (Europe) Lid. 

Agent 
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COMPANIES AND FINANCE: THE AMERICAS 


AMERICAS NEWS DIGEST 


News Corp in 
$754m US buy 

News Coip is to take over Heritage Media, a US . 

broadcasting ami marketing services group, and awmw 
debt of about $800m in an all-share deal valued at $754m. 
Heritage’s marketing assets. Actmedia. which provides 
ip^tore promotions material to retailers in 28 coaotzies. 
and Dimac, a direct marketing concern. are the m«ir> ’ - 
target of the acquisition. The group's six television 
stations and 24 radio stations will be sold. News Corp said 
yesterday, . ■ 

A lt hou gh the timing Of the far nariragHrig aqgp frs 
was fixed. News Corp, which. Is throwing most of its 
weight behind an ambitious venture with in US 

satellite television, may expect strong prices. The US 
radio industry is currently in the throes of a rapid 
consolidation, and prices have increased sharply over the 
past few years. Television stations are also keenly sought, 
although limits on ownership to prevent dominance in • 
regional markets have.tended to slow the rate of 

restructuring. 

_ The two Heritage marketing divisions will complement 
and add an international dimension to the operations of 
News America FSX, a leading supplier of promotional 
inserts. Its main business at present involves the 
production of 60m so-called free-standing inserts a week 
which are distributed in more t han 600 Sunday 
newspapers. 

Actmedia is the leading supplier of in-store promotions 
material, with access to more than 40.000 supermarkets, 
.drug stores and mass-market retailers. 

Christopher Parkes, Los Angeles 

Advent beats fund-raising target 

Advent International, the Boston-based private equity 
investor, has raised an initial 9625m towards its next 
global hind, principally from easting clients. Following 
this first closing, it expects to draw in another 5300m or 
so from wider sources - taking it well above its initial 
target of $60Qm. “There is a lot of money available far 
private equity managers." s^id Mr John Walker, chief 
executive of Adventlntemational’s European operations. 
*Bqt investors are much more cartful, sophisticated and 
dear-thinking than when we raised our last fund [in 
M94T 

About three quarters of the rash comes from the US, 
including from the IBM Retirement Fund and G£ Capital 
Services. Large continental European participants include 
PGGM, the Dutch pension fond. 

Mr Walker says the fund will concentrate on investing 
in “later stage businesses", searching both for growth 
opportunities in specific sectors snch as media, telecoms 
and~bealthcare as well as for buy-out or buy-in situations. 
It will make investments of between 5iQm-50m. rather 
larger than before. Up to half the portfolio is likely to be 
channelle d into western Europe, with 30-35 per cent gang 
to North America and the haianre to Asia. 

JEatharine Campbell, Growing Business Correspondent 

Banco de Venezuela at Bs23.9m 

Banco de Venezuela, acquired last December by Spain's 
Banco Santander, announced a net profit of Bs2K9bn 
(950m} for the second half of 1996, representing a return 
on assets of 8.4 per cent. No comparative figure was 
given. Net profit in the first half 1996 was Bs26hn. 

In a meeting last week, shareholders ratified the board 
of directors and its rhai rman Mr Ignacio Rasero, who is 
also general director of Banco Santander. Two executive 
presidents were appointed to head the commercial and 
Investment divisions,, respectively. Banco de Venezuela 
has sane Bs486bn in deposits, <xr 10 per cent of the 
country's total deposits. ' Raymond CoUtt, Caracas 

Pay-TV venture to be dissolved 

the European Union competition .authorities have 
ordered the dissolution of a pay-television joint venture 
known as UIP Pay-TV, involving the three big studios. 
Universal, Paramount, and MGM. The request was made 
to preserve competition in the European Union’s market 
for the supply of programmes for pay-TV tra nsmi ssion. 

The partners agreed to break up the venture which 
distributes films produced by the three companies to 
broadcasters, hi future the studios will have to license 
their pay television rights without using the facilities of 
United International Pictures. UIP’s remaining pay-TV 
operations will be brought to an end within 18 months. 

The company said the agreement was related only to 
pay-TV operations and was entirely separate from an 
ongoing evaluation by the European Commission of UIP’s 
film distribution network. Emma Tucker, Brussels 


Great 
Western 
suitor 
lifts bid 


By Reuter 
in California 

The battle for Great 
Western Financial intensi- 
fied yesterday when 

H. P . Atimanpm ^ rival Cal- 
ifornia thrift, enhanced its 
96bn hostile offer. Washing- 
ton. Mutual made a $6.6bn 
white knight bid earlier this 

month. 

Ahmanson had been 
expected to make another 
bid, given overwhelming 
speculation that it will itself 
become an acquisition tar- 
get if its bid for Great West- 
ern is unsuccessful. 

The takeover battle is 
widely regarded as critical 
to the future of the wflHig 
thrift industry and has 
already seen much acrimony 
over projected job losses. 

The market in early trad- 
ing yesterday appeared to be 
betting on an eventual vic- 
tory for Washington Mutual. 
By midday Ahmanson’s 
shares were down $1 at 
$39%, while Washington 
Mutual suffered a much 
smaller fall, down only 25 
cents at 950%. 

The latest offer estab- 
lishes a floating exchange 
ratio for Great Western 
common shares linked to 
the market price for Ahman- 
son common shares. 

Ahmanson said Great 
Western stockholders would 
receive between 1.10 and 

I. 20 common shares of 
Ahmanson for «m*Ii common 
share of Great Western. Its 
previous offer provided an 
exchange ratio of L05. On 
the basis of the closing price 
of Ahmanson stock on 
March 14, its latest 
exchange ratio would have 
been 1.20 and would have 
produced a value of 94&J3Q 
for each Great Western com- 
mon share. 

Mr ' Charles Rinehart, 
chairman and chief execu- 
tive of Ahmanson, said the 
company was confident it 
could “responsibly assume 
an additional 9100m in 
merger benefits through our 
combination with Great 
Western”. 

A combination of Great 
Western with either bidder 
would create the third-larg- 
est financial institution in 
California and the largest 
US thrift - broadly similar 
to a UK building society, 
concentrating on mortgage 
lending and deposit-based 
savings. 

It is protected against a 
failure in its bid by the 
promise of substantial 
break-up fees from Great 
Western, which will pay 
Washington Mutual $75m 
pins expenses of up to S26m 
if the merges: agreement is 
terminated. 

Great Western will also 
pay an additional $i00m if it 
is acquired by another bid- 
der within 18 months. 



Impala 

Platinum Limited 

fjncarparated to the Republic of Sooth Africa} 
fe mjHT t m t i m Number 91/07326/101 

( "Impala Platinum") 


Dispute with Royal Bafokeng Nation 

Tm paig Platinum is pleased to announce that its relationship with the 
Royal Bafokeng Nation has been restored to the extent that confidential 
negotiations to resolve the long standi n g dispute between the Bafokeng 
anri Tmpgifl PiatiTrrrm vvlD take place in the immediate future. 

Impala Platinum acknowledges that the Bafokeng legitimately believe 
and ak>pt the attitude; that the agreements concluded in 1990 between 
Impala Platinum and President Mangope “in his capacity as trustee of 
. the Bafokeng Tribe" are invalid. 

Tmpatn pfatir iPT P further acknowledges that the settlement offer made by 

the Bafokeng in Febrimry 1996 constituted a genuine attempt to restore the 

idatianship on terms which the Bafakeug beHewe are fcir and reasonable. 

Subsequent to the offer being made, reports have been publish*! by 
Impala: Platinum and remarks attributed to Impala Platinum which have 
bean a major factor in the deterioration of the relationship between 
Impala Platinum oh the one hand and Kgosi Lebone Moiotiegi H, the 
members of the Supreme Council and other members of the Bafokeng 
Nation on the other hand. Impala Platinum deeply regrets that the 
relationship deteriorated as a result thereof. 

.'‘Johannesburg 
18 March 1997 
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Change on the cards at Advanta 

Credit-card issuer may abandon its low-price strategy, reports John Authers 


Y esterday’s profits 
warning from 
Advanta, me of the 
most successful specialist 
credit card issuers in the US, 
called into question the 
strategy that has trans- 
formed the credit card indus- 
try in the 1990s. 

It also provided the most 
dramatic example yet of the 
impact of rising bad debts 
and personal bankruptcies 
on the consumer credit 
industry. 

Advanta is one of five spe- 
cialist “monoline" credit 
card hwnirw which are now 
among the top ten US card 
Issuers. 

While Citibank retains its 
top slot, seven others have 
entered the top ten in the 
last ten years, displacing 
such powerful commercial 
banks as BankAmerica and 
Wells Fargo. Of the newcom- 
ers, MBNA Is the largest, 
with $34-7 bn in loan receiv- 
ables at the end of the third 
quarter of 1998. compared 
with Citibank’s $44bn. 

First USA will become the 
tUrd-laigest issuer when its 
January acquisition by 
BancOne, the Ohio-based 
commercial bank, is com- 
pleted by the end of the sec- 
ond quarter of 1997. 

BancOne paid $7.3bn for 
First USA in a move which 
created speculation that 
other monoline issuers 
would also he acquisition 
targets. 

Advanta was the fastest- 
growin g monoline Issuer in 
1994 and 1995, when it 
recorded receivables growth 
of more than 100 per cent 


Growth of the specialist card issuer 


Consumer retail spending 
{SMBon) . " 


Top 10 card issuers 
- by receives ($bnj 


Annual toatt oftwpe-ofl retos 

% -Of loans 



. _ ‘ iteo 
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annually, according to Stan- 
dard & Poor’s, the rating 
agency. Their average 
receivables growth rate over 
the last five years was 45 per 
cent annually. 

Like other monolines, they 
relied on cheap financing 
through the asset-backed 
securities market, which 
allows Issuers to repackage 
receivables in the form of 
bonds. They also used 
aggressive marketing tactics 
involving “mining” data- 
bases for aggressive direct 
marketing campaigns. Most 
offered cards in conjunction 
with other companies such 
as airlines and retailers. 

Advanta 's announcement 
yesterday suggests it is 
abandoning the key ele- 
ments of its strategy. 

Saying that the credit card 
industry was “undergoing 
structural change”, the com- 
pany said it was considering 
charging higher interest 
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rates for certain parts of its 
credit card portfolio more 
aggressively 'to match bet- 
ter the risk profiles of partic- 
ular customer segments”. 

This supports the fears of 
some analysts who had 
warned that the credit qnai- 


with troubled accounts, and 
developing additional prod- 
ucts that “offer customers 
added value rather than 
relying solely on a low 
price". 

Analysts said Advanta’s 
problems were probably 


‘Advanta-s problems are probably worse 
than those of the Industry as a whole, 
but all card issuers have experienced 
rising levels of bad debt in the past year* 


ity of its loan portfolio was 
weaker than others in the 
sector, as a result of its will- 
ingness to compete on price 
and accept customers with a 
poor credit history. 

Advanta added that it was 
considering raising fees, 
some of which are below the 
industry average, tightening 
underwriting standards, 
intervening more quickly 


worse than those of the 
industry as a whole, but all 
issuers have experienced ris- 
ing levels of bad debt in the 
last year, despite the 
strength of the US economy. 

Last week, the Federal 
Deposit Insurance Corpora- 
tion warned of “worrisome” 
levels of “charge-offs" of 
credit card debt - which 
occur when banks decide 


that credit card debt will not 
be retrieved. 

Ms Ricki Heifer, who 
chairs the FDIC, said: 
“Credit card charge-offs 
reached $9.5bn last year, 
accounting for 61.1 per cent 
of all loan charge-offs. This 
was an increase of almost. 40 
per cent from 1995.” 

Meanwhile, total credit 
card loans reached $l,57Dbn 
at the end of 1996, more than 
doubling in four years. 

Pointing out that charge- 
off rates were “approaching 
the levels readied in the last 
recession" and that personal 
bankruptcies were Increas- 
ing, Ms Heifer said: “Large 
as these numbers are. we 
believe they understate the 
exposure of banks to risk in 
credit card lending. They do 
not fully account for poten- 
tial claims that could arise 
from continuing liabilities 
relating to credit card loans 
that have been securitised." 
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Because it creates so many choices, we assume that 
wealth is easy. But wealth is also a responsibility - not 
as much an end as a process. The preservation of 
wealth requires knowledge and creative thinking 
about the personal nature of value and about ideas 
and structures that add value. A kind of thinking we 
at Bankers Trust uniquely apply to our clients’ wealth 
management issues. Working together with prominent advisors to wealthy 
families, we have been able to help our clients deal with issues such as 
succession planning, establishing a family, foundation, strategic philanthropy 
and social investing. If you share our belief about the personal nature of value, 
or if you wish to know more about our research findings, we invite you to call 
Bankers Trust Private Banking at 212-454'2700. 
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Kappa USA Inc. 
has acquired the assets of 
Lanzera International 


We initiated the transaction and 
acted as financial advisers to the 
Basic Group N.V. and Kappa USA Inc. 



issued by 21 Invest l.npgirl. miiiImiiI by (he SFA 


This notice is issued in compliance with the requirements of London Shack Exdusnge Limited (the "London 
Stock Exchange") and appears as a matter of record only. It does not constitute an invitation to the public to 
subscribe for, or purchase, any securities of Beijing Da tang Power Generation Company Limited. Application 
has been made to the London Stock Exchange for all of the H Shares with a nominal value of RMB ]_00 mr+i 
("H Shares*} to be issued pursuant to the New Issue and Placing to be admitted to the Official List It e 
expected that dealings in the H Shares will commence a(9J0un. on Friday. 21 March 1997. 



Beijing Datang Power Generation Company Limited 

(a joint stack limited company incorporated in the People's Republic of China with limited liability) 


New Issue and Placing of 1,244,060,000 H Shares of par value RMB 1.00 each 
at an issue price of HKSX52 peT H Share 

Listing on the London Stock Exchange 
Sponsor 

Kleinwort Benson Limited 

(A member of the Dresdner Bank Group) 


The principal business of 

Beijing Datang Power Generation Company Limited 
is to own, manage, operate and develop electric power generating plants 
in the region served by the 
North China Power Group electricity network 


Supplementary listing particulars relating to Beijing Datang Power Generation Company Limited prepared 
in accordance with the listing rules nude under Section 142 of the Financial Services Act 1986 (which are 
supplemental to the listing particulars dated 10 March 1997} have been published and copies may be 
obtained during usual business hours up to and including 19 March 1997, for collection only, ham die 
Company Announcements Office, London Stock Exchange Tower, Opel Court entnuuae, off Bartholomew 
Lane. London EC2N IHP and during usual business hours up ta and including 1 April 1997 from the legal 
advisers to the company. Simmons & Simmons, 21 Wilson S treet London EC2M 2TQand from the sponsors 
to the Company. Kleinwort Benson Limited. 20 Fendiureh Street, London EC3P3DB. 

Tuesday, 18 March 1997 
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Result of the sale of the non-exercised rights 


The 1,628,556 prc-empuon rights, represented by No 9 coupons, ihar ware not exercised at 
the closing of the capital increase by public offering on 26 February 1997, have been sold as 
scrips on the Brussels Slock Exchange on 7 March 1997 at the price of BEF 91 pet right. 

The net proceeds payable to the holders of non-exerdsed rights, less selling costs and other 
admbnsmuive expenses, amount to BEF 86 per right. 

This amount will be paid as from 25 March 1997 against No 9 coupons or subscription 
forms at the following banks : 

in Belgium : ASLK-CGER Bank • Credit 4 llndustrie/Krediet aan de Njjverheid 

General? Bank 
in the Netherlands : MeesKerson 
in Luxembourg : Fortis Bank Luxembourg 
in Gtrat-Britain : Barclays Bank 


Fortis AG, Public limited liability Company 
Boulevard Emikrjacqmain 53 
1000 Brussels, Belgium 
Trade Register Brussels; 1811 


COMPANIES AND FINANCE: ASIA-PACIFIC ^ ^ 

Ex- J ardine chief to join CSFB 


By Louise Lucas 
In Hong Kong 

Mr Alan Smith, who last 
year stepped down as chair- 
man of Jardine Fleming, the 
Hon? Kong investment 
bank, is to take np the num- 
ber two position in invest- 
ment fam tong for Credit Sui- 
sse First Boston, the 
Swiss-American bank, in the 
Asia region. 

Ur Smith quit Jardine 
Fleming over reforms 
imposed after a trading scan- 
dal last August 

■ihrritne Fleming, which is 
jointly owned by Robert 


Fleming of the OK and Jar- 
dine Matheson. the Hong 
Kong conglomerate, agreed a 
six-month purdah with Mr 
Smith, during which lie was 
banned from competing with 
his former employer.. The 
ban included poaching Cli- 
ents and staff. However, that 
period ends later this month. 

His appointment at CSFB 
in Hong Kong suggests the 

iri y wt al ixiAwf jg talcing a 

more aggressive approach to 
Asia. 

Mr Smith brings both con- 
tacts and a Bair for making 
deals. He can be expected, to 
help the hank build its pres- 


ence at a . time when merger 
and acquisition 'activity in 
the region appears to be on 
the increase, particularly in 
Hong Kong. 

Tn the meantime, Jardine 
Fleming is understood 
to be i<y»krng for a senior 
fig ure on Its fund manage- 
ment side. 

It is believed to have 
approached Mr Paul Chow, 
the former chief executive of 
the Hong Kong Stock 
PYchawg a, who is to join 
HSBC Asset Management, 
the frrnd management arm of 
HSBC Holdings, the global 
banking group. 


According to one industry 
chief, the search is being" 
hampered by the events of 
last August Jardine Fleming 

was fined £ftXk«K (OSfUm) 
and made compensation pay - . 
meats to investors, of. 
USSIKSm, after Mr Colin 
Armstrong, a senior fund- 

manager, was found to have 
diverted profitable client 
trades to his own account 
-White the scandal did not 
cost the group any of its 42 
fund managers, whose 
annual bonuses are due 
shortly, several fund 
accounts have since moved 
_ Hwiig fo this is not wholly- 


connected to regulatory 


Funds under managBxW 
fell 10 per cant in the th, 
months -after the tradin g 
scandal, said Janiine. ftem- 
ing Investment Manage- 
ment, thefond management 
sirxa. Among the biggest 
accounts lost were . the UEV 
Fost: Office .Supexamma&at 
Scheme and Avan County 
CwmciL ' 

• In Hong Kong, the mate, 
blow was dealt by the Hong 
Kong Jockey Club, which 
withdrew an account worth 
an estimated HK$800m 
(UStlOKSmj, 


Mammon comes to Shanghai 


T he congregation at 
the former Russian 
Orthodox mission 
church in Shanghai is noisy 
these days. On the low 
benches that were once 
pews, the locals do not sit 
calmly at prayer, but are vol- 
ubly taking a punt. 

Overhead, a large trading 
screen Gashes stock prices 
where once there was an 
altar glided in Cyrillic script 
To the left and right, the 
ornately decorated porticos 
have been replaced with 
cashiers’ booths. 

China Construction Bask 
has converted the church 
into a retail brokerage house 
- one of hundreds in Shang- 
hai where zealous converts 
to the market economy spec- 
ulate on China’s domestic 
stock market 
For the time being, foreign 
investors can only eye these 
bustling stockbroking par- 
lours with envy. The domes- 
tic market - the A share 
market - is large and liquid, 
but off-limits to foreigners. 
International investors fcre 
restricted to the tiny, illiquid 
B share markets. 

While the A share markets 
include more than 500 com- 
panies with a market capital- 
isation of approximately 
550b n, the B share markets 
have only 86 listed compa- 
nies and a market capitalisa- 
tion of a tittle over $3bn - 
about the size of the Sri 
Tanka stock exchange. 

B shares are denominated 
in US dollars in Shanghai 
and Hong Kong dollars in 
Shanahan and, in theory, can 
only be owned by foreign 
investors. 

A shares, also traded in 
Shanghai «nij Shanahan, are 
denominated in Chinese 
yuan and restricted to main- 
land Chinese buyers. 

However, the segregation 
of local and foreign investors 
is already breaking down 
and bullish analysts In 
Shanghai say a formal 
merger of the A and B mar- 
kets is possible in as little as 
two years. 

Mr John Crossman, gen- 
eral manager of Jardine 
Fleming Securities, says 
China could end the distinc- 
tion between A and B shares 
“as soon as they have con- 
solidated the takeover of 
Hong Kong. So we could be 
talking as early as 1998." 



Co n ve rt ed: the fo r m er R ussi an Orthodox mission church in Shang hai is now a share shop 


However, China’s official 
line is that capital account 
convertibility - the prerequi- 
site for unifying China's 
stock markets - win take “a 
considerable amount of 
time". • 

When China announced 
convertibility of the yuan on 
the current account last 
year, officials at the State 
Adminis tration of Foreign 
Exchange said: “As for when 
we can make the yuan con- 
vertible under the capital 
account or even freely 
convertible, we have not 
worked out a specific time- 
table." 

Officials from the People’s 
Bank of China, the central 
bank, have since suggested 
in private that convertibility 
on the capital account is not 
likely until after 2000. 

But Shanghai’s stock mar- 
ket officials believe the 
merger of the markets may 
come sooner. "Beijing offi- 
cials say it could happen at 
the end of the century, but 
people in Shanghai believe 
that things have progressed 
faster than officials pre- 
dicted," one Shanghai Stock 
Exchange official says. 

Mr Bruce Richardson, 
head of HG Asia.. the stock 
broker, in Shanghai, says 
foreigners could be admitted 
to the local market within 


two years. "Officials had 
long ago forecast convertibil- 
ity on the current account 
by 2000. then achieved it in 
1996 and everybody yawned, 
because it had arrived In 
practice in 1994. The lesson 
is that events are moving 
faster than the regulators, 1 * 
he says. 

W hatever the nffirfa] 
timetable, the dis- 
tinction between 
local and foreign markets is 
already eroding. Although 
local investors are legally 
prohibited from buying, B 
shares, the reality is that 
they have been the engines 
of the foreign investor mar- 
ket, accounting for as much 
as 50 per cent of trade. . 

One foreign analyst says: 
“You often tip stocks as 
trading buys’ on the basis of 
local market sentiment, 
regardless of the company’s 
fundamentals.” 

One Shanghai analyst cal- 
culates that on average, 
A shares are trading at a 
70-80 per cent premium to 
their B share equivalents. 
Over the next few years, 
traders believe B shares are 
likely to close the gap. 

“We are changing all of 
our recommendations from 
‘sells' and 'holds' to Trays', 
because if you can wait 


three years, or even less 
than that, you are almost 
guaranteed to double your 
money,” nun foreign analyst 
says. 

Chinese companies are 
also set to gain from a 
nntteH market, as until now 
those enterprises directed to 
raise money on the B share 
market have been selling 
equity at a discount, to the 
price they might have raised 
on the A share market. : 

However, the benefits of 
merging may not be gnmig ti 
to quel} the -central -bank’s 
fears of rapitai flight if the. 
yuan is made folly convert- 
ible prematurely. 

One China economist in 
Hong Kong says: “Convert- 
ibihfcy on the capital account 
is a 10-year goal. The Chi- 
nese will not make the yuan 
convertible up.tO .they are 
prepared to loosen control of 
interest rate policy and 
expose their decrepit domes- 
tic banking sector to foreign 
pressure." 

Hie early in t rod u ction of a 
single market may be wlsh- 
fol QrfnMng by foreign ana- - 
lysts and investors; Never- 
theless, anticipation of its 
arrival is already shaping 
the judgments of interna- 
tional investors in Shanghai. 

James Harding 


Heavy HK 
demand 
for Beijing 
Datang 
offering 

By Louis* Lucas - - 


The Hong Knag tranche of 
the share offering by Beijing 
Datang Power Is understood 

to be more than 80 times 
subscribed, bankers said 
last night. 

Beijing Datang, which 
will be the first Chinese 
.state-owned! enterprise io 
secure a listing on the 
London Stock Exchange. Is 
seeking to raise up to 
BKmSfan <US$404m) in an 
international equity 
offering. 

The Hong Kong, initial 
public offering comprised 
124.4 m shares priced 
at a maximum HE$2^2 
each. 

Trading Jn Beijing 
Datang, which Is seeking a 
secondary listing on the 
Stock Exchange mid 
primary listing in Hong 
Kong, is due to start on 
Friday. 

Two previous power 
issues from China have., 
fared unimpressively in the 
after-market - a fact attri- 
buted largely to their listing 
In New York, where Chinese 
companies are less compre- 
hensively followed and 
understood than in Hong 
Kong. 

However, Beijing Datangs 
attraction was supported 
by . perceived . strong 
fundsanantals . and early sup- 
port from a Hong Kong- 
listed infrastructure 
company. 

New World Infrastructure, 
part of New World Develop- 
ment, one of Hong Kang’s 
big- property developers, has 
taken a 10 per cent stake in . 
the company. 

The pricing puts the stock 
on a fully-diluted price/ 
earnings multiple of 12 
times. 

According to the prospe c - 
tos released yesterdayv Bei- ’ 
jing Datang is forecasting 
net profits this year of 
HKgLasfon, against an esti- 
mated HKS858m last year : 
and an actual HKS773£m in 
1995. 


Toyota lifts Hino stake 


By McMyo Nafcamoto 
in Tokyo 

Toyota, Japan's largest 
vehicle manufacturer, is 
raising its stake in Hino, 
Japan’s leading truck maker, 
from 11.1 per cent to 16.4 per 
cent in order to strengthen 
the two companies’ alliance 
in the small-truck sector, the 
company said. 

Hino. which has been affil- 
iated to Toyota since 1966, 
will be given responsibility 


for the development of 
2-tonne trucks. 

Currently. Toyota devel- 
ops and manufactures small 
trucks in this category and 
supplies them to Hino on an 
original equipment manufac- 
turer basis. Hino manufac- 
tures trucks for Toyota 
based on the tetter’s specifi- 
cations 

The decision by Toyota to 
shift 2-tonne truck develop- 
ment and irmmifnr-fnrlriff to 
Hino reflects growing pres- 


sures in a market where 
Japan’s largest carmaker 
has faTIpn hflhind rivals SUCh 
as Mitsubishi arid isuzn. 

In the 2-tonne sector, Mit- 
subishi and Isuzu jointly 
have about 30 per cent of the 
market. “Isuzu is very 
strong in this market, so 
that for Toyota and Hino to 
face up to the competition 
they, need to combine their 
efforts,” said Mr Takaki Nak- 
anishi, industry analyst at 
Merrill Lynch in Tokyo. - 


Indofood up despite 
growing competition 


By Manuela Saragosa 
in- Jakarta 

Indonesia's largest noodle 
manufacturer, Indofood 
Sukses Makznur, said net 
income rose l3 par cent in 
1996, but that the Increase 
was helped by non-operating 
income rather than growth 
in the company's core noodle 
business, where competition 
is intensifying. 


Net income in 1996 
Increased from. RpS05.4bn 
the year before to Rp35L3bn 
<$i4&2m) on sales totalling 
Rp2,826bn compared with 
Rp2,091bn. 

Noodle sates grew only 9.7 
per cent last year after 
increasing by over 15 per 
cent the year before, ana- 
lysts said. 

Indofood shares closed 
unchanged at Rp5,600. 


FSPlfiOOflOOfiOO 
Abbey National 
Treasury Services pk 

CNO-TECW Linked 
Guaranteed Notes due 2006 

’ertheperiod from ltotb20,I997 to 
June 20, 1997 the Note* will 

cany an Ictoert rate of &40S per 
annum with u Interest amount of 
FBF B5 per FRF »fl«) Note. FRF 
13&0 per FRF 100.000 Note and a t 
FBP B^OO per FRF jJNtyOOO Nate. 
Tha relevant internet payment date 

wd be June 20,1991. 

Agent Rank: 

n 

Banque Paribas 


Ad'-cnisc 
Vour Lctrul 'sniiccs 

IMea-o cuuuuT 
Mcianit* Milos or. 
[VI: -44 0171 S73 jJ 4<» 
l .ix: -44 0171 S73 3064 


SCHERING 


Announcement of 
Annual General 
Meeting 


Sobering Afdengeeetechaft 
Berlin 

(Securities Code No.717 200) 


Our sharehoktor* ere invited 
to attend this year’s Annual 
General Keating, which will 
taka place on Wednesday. ■ 
30di April, 1907 at 10 bjji. at 
tho ‘International Congress 
Centrum’, Neue 
KentstraBa/Uessedamm, 
14055 Berlin 
(C hart ott sn burg). 


Agenda: 

1. Presentation of Bre approved 
accounts, the group 
accounts and the annual 
report for Sobering AG and 
the group for the business 
year 1996 Including the 
report of the Supervisory 
BoardL 

2. Resolution for the 
appropriation of the net profit. 


3. Resolution for the cfischargtag 

of the Board of Executive 
Directors. 

4. Rsaotutton for-the d to c hu rg toa 
of the Si^wnnsory Board. 

5. Supplementary Election to 
the Supervisory Board. 

6. Resolution concerlng an 
Inter-Company Agreement 
(Transfer of Profits). . 

7. Election of the auditor*, for 
the busfnees year 1997. 

The complete agenda, . 
Including the resolution put 
forward, b due to appear in the 
18!h March.1997 issue (No.53) 
of the Bundasanzelger (Federal 
Gazette). Please refer to. this 
announcement for detab of the 
agenda and of the procedure 
tor depositing shares In order Jo 
attend the Meeting. Closing 
date for such deposits will be 
Wednesday, 23rd Aprt. 1997. 


Pursuant to Section 125 of the 
German Companies Act we 
have . sent Notices to 
Shareholders and tfte-abridged 

version of our annual report for 
1996 interided for ail holders -of 
Schering shares in safe 
custody, for them to pass an to 
aB holders of Schering shares. 
Shareholders who have their 
Schering shares held tn e&fe 
custody by a bank and have 
not as expected received these 
documents from their bank by 
18th Aprt, 1997 are requested 
to apply for them to their bank. 


BsrtR.l8thMenii.l997 

. The Board of Executive 
Directors 
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A strategic relationship that brings you advanced equity-linked products 
wherever you are in the world. The technology and expertise of one of 
Wall Street’s leading innovators allied with the global reach of one of the 
world’s largest banks. It’s how you’ll be doing business in the next century. 

Adjust Your Expectations 

D E Shaw & Co 

Bank of America 
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INTERNATIONAL CAPITAL MARKETS 


Europe down sharply on Emu fears 


GOVERNMENT BONDS 


By Richard Adams and 
Satner tekandar in London 
and Richard Tomkins 
in New York 


European government bonds 
fell sharply yesterday, 
driven lower by a combina- 
tion of fears of a delay to 
■European economic and 
monetary onion and expecta- 
tions of an Interest rate rise 
by the CIS Federal Reserve. 

Despite falling by more 
than a full point German 
bonds outperformed most 
other European markets 
apart from the UK 

Traders said German 
bunds fell through impor- 
tant technical levels daring 
the day. as the London-listed 
June futures contract sank 
1.02 to 100.41. The yield on 
10-year bunds rose 15 basis 


points to 5-87 per cent 

Mr Graham McDevitt. 
bond strategist at Paribas in 
London, said the fall marked 
a break in a long-term trend 
line since July 1996- "On this 
movement, wherever the 
trendline is, we’ve broken 
it" he said. 

Falling prices triggered 
so-called stop loss orders - 
computer-generated orders 
to sell bonds automatically 
when the price tails below a 
predetermined threshold - 
'which in turn accelerated 
the toll. 

“There has been a dent in 
confidence that Emu will 
start on time." said Mr 
David Brickman, European 
economist at Yamaichi Inter- 
national. “And the extent of 
the losses was exacerbated 
by the technical picture." 

Mr Brickman said market 
participants reacted nega- 


tively to comments by Mr 
Theo WaJgel. the German 
finance minister, who 
insisted that meeting the 
Maastricht criteria was more 
Important than the timetable 
of the move to a single 
currency. 

He also warned that mar- 
ket sentiment would remain 
edgy, with traders awaiting 
today's publication of the 
Bundesbank’s monthly 
report “A large cash deficit 
would be very alarming for 
the band markets," he said. 

Mr McDevltt said there 
was no panic selling yester- 
day, but Paribas is forecast- 
ing German yields of 6 per 
cent in the next four weeks. 

The sharpest toll was suf- 
fered by I talian bonds. The 
June BTP future lost L31 in 
London to settle at 124.35. In 
the cash market 10-year 
yield spreads over German 


bunds widened 4 baas points 
to 205 points. 

Spanish bonos also under- 
performed bunds, their 
10-year yield spread widen- 
ing four basis points to 134 
points. •- 

HE gilts managed, to out- 
perform other European 
markets. Traders said gilts 
were unaffected by yester- 
day's announcement of the 
date of general election, 
which had long been priced 
in. Market par ticipants were 
more concerned about US 
rate movements. The June 
long gilt future settled at 
no%, down g, while the 
10-year benchmark gQt lost 
if. The lo-year yield rose 10 
basis points to 7.44 per cent, 
while its spread over bunds 
narrowed three basis points 

to 174 points. 

Swedish bonds were also 
hard hit by the toB-out, with 


the lD-year benchmark bond 
tolling 1.35 to 105238. 

Mr Ifty Islam, European 
bond strategist at Merrill 
Lynch in Lem don, said the 
market saw the end .of an 
easing cycle in Sweden, but 
thou ght that the bonds bad 
been oversold. 5 Sweden’s 
yield spread over bunds wid- 
ened 6 basis points to 136 
points. 

The sell-off in European 
bonds, and growing concerns 
about the US interest rate 
outlook, combined to depress 
VS Treasuries yesterday 
morning. At midday, the 
benchmark 30-year bond was 
down & at S5J| t yielding 
6J972 per emit, and the two- 
year bond was down & at 
99 k. yielding 6033 per cent 

Traders said technical foe- 
tus were also at work, with 
the June bond* contract in 
Chicago testing a key sup- 


port level. The next meeting 
of the Fed's open market 
committee wDl take place on 
March 25, and the market Is 
concerned that the Fed may 
decide to push up interest 
rates if it detects signs of 
incipient inflation in the US 
economy. 

Some investors think the 
Fed might take pre-emptive 
action by lifting rates by 25 
or 50 points. 

Recent economic data 
have delivered mixed signals 
about the outlook for infla- 
tion, so the market will be 
looking for a clearer picture 
in tomorrow’s figures for 
consumer prices in Febru- 
ary. The median forecast is 
for an increase in the index 
of <L2 per emit, and any fig- 
ure above that. could be 
interpreted, as increasing the 
likelihood of a Fed 
tightening. . 
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Corporate Australia 
makes $700m debut 


New international bond issues 
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INTERNATIONAL BONDS 


By Edward Luce 


Corporate Australia's debut 
overseas bond issue grabbed 
most attention on a day oth- 
erwise overshadowed by con- 
tinuing worry about the 
prospect of a rise in US 
interest rates. 

Puma, Australia’s largest 
mortgage company, yester- 
day issued the first of what 
markets expect will be a 
number of Australian asset- 
backed deals in the next 18 
months or so. 

Divided into three 
tranches - a five-year 
US$560m. an average two- 
year $l05m and a subordi- 
nated tranche of $35m at six 
years - the offering was 
mostly distributed among 
continental European inves- 


tors. said JJ*. Morgan, sole 
lead manager. Priced at 13 
basis points and 8 basis 
points over US three-month 
Libor respectively, market 
analysts said the paper was 
unlikely to be traded 
heavily. 

“The deal was very well- 
marketed and p re-placed.” 
said one trader. “But the 
paper will be relatively illiq- 
uid." Executives at Puma, 
which accounts for about 
half of Australia's domestic 
asset-backed market and 
acts as the benchmark for 
other local Issuers, said the 
company planned to return 
to the euromarkets in the 
near future. 

“We see this as the start of 
a programme rather than a 
single issue." said Mr Tony 
Gill, managing director at 
Puma. “We will look closely 


at issuing in other 
currencies.” 

Australian companies 
have hitherto avoided inter- 
national issuances, owing to 
a 10 per cent withholding tax 
on offshore borrowing. The 
Australian government, 
which negotiated a waiver 
with Puma for yesterday's 
issues, is planning to scrap 
the tax. Other Australian 
companies thought to be 
planning overseas offerings 
include Rams, the mortgage 
company, and possibly West- 
pac, the banking group. 

Nordbanken, Sweden’s 
fourth largest private bank, 
continued the flight to 
shorter-dated floating rate 
notes yesterday with a two- 
year DM300m offering. 

Underwritten by ABN 
Amro and i ■phman Brothers, 
the issue was launched with 
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a yield of 3.5 basis points 
above Libor on the D-Mark. 

Syndicate nfflniale cairf the 
hanfc hari chosen th e D-Mark 
because of significant 
demand from investors in 
German-speaking countries 
and its convenience as a 
swap currency with krona. 
The bond traded innrin its 
fees on the secondary 

“There is a lot of demand 
for shorter-dated Boating 
rate debt in the build-up to 
the Federal Reserve's deci- 


sion on interest rates [next 
week]," said one syndicate 
manager in T/>ndon. “There 
is also a strong shift away 
from fixed income invest- 
ments, particularly at the 
shorter end." 

Despite this, SudWestLB 
Capital Markets, the Ger- 
man Lander bank, offered a 
two-year 3250m bond at a 
coupon of 635 per cent - 10 
basis points above equiva- 
lent Treasuries. 

Rated AAA, officials said 
that the offering was priced 


tightly but reasonably 
despite the fact that it has a 
maturity of nearer three 
years than two. 

They pointed out that 
Toyota's recent dollar offer- 
ing was priced at 2 basis 
points through the yield 
curve. 

The deal, which was co- 
lead managed by ABN Amro 
and Bear Stearns, was aimed 
mostly at retail investors, 
with Swiss and Middle East- 
ern investors taking much of 
yesterday’s distribution. 


Trading in local instruments 
of emerging markets soared 
to record highs in 1996, sig- 
nalling that some of . these 
exotic investments are 
increasingly perceived as a 
mainstream asset class, 
according to a report pub- 
lished yesterday by the 
Emerging Markets Traders. 
Association. The EMTA 
groups 160 member institu- 
tions active in fra ding; 
emerging market instru- 
ments. 

For the first time, the vol- 
ume of trading in local 
instruments matched the 
turnover of the most liquid 
Brady bonds. Bradys - 
issued in lieu of distressed 
commercial debt arid backed 
by US Treasury bonds 
were until recently the only 
liquid WramiMJii instrument 

available to foreign investors 
in most emerging markets. 

Turnover in. Argentina’s 
local bonds, or Bocones. rose 
by 381 per cent last year to 
£263bn, making them the 
third most commonly traded 
asset class. 

The survey of U3 EMTA 
members reveals . an 
across-the-board increase in 
trading of all debt instru- 
ments. Turnover in sover- 
eign eurobonds more than 
tripled, followed by options 
trading (up 163 per cent) and 
corporate eurobond trading 
(128 per cent). 

Mr Michael Chamberlin^ 
EMTA executive director, 
said: “The doubling of turn- 
over in 1996 underscores the 
growing perception in the 
marketplace that emerging 
markets debt instruments 
have become a legitimate, 
distinct asset class.. The- 
increase in trading volumes 


suggests a continued:, 
increase In investor Interest 
and greater liquidity. - ' 

Brady bonds remained toe 
single most traded asset 
class, with a market share of- 
50.7 per r cent JJut was- 
down from 57.7 per cent is 
1995 and a peak of 609 per 
cent in 1994. Eurobonds!, 
market share meanwhile 
rose fttah&S percent to 12£ 
per cent ^ -* 

EMTA also noted the 
arrival of new markets, such 
as Slovienia, as well as a sig- 
nificant Jump in the trading 
of several Asian assets. 
Transactions in -Indonesian, 
Thai and Malaysian debt for 
example, .totalled roughly 
$75bn, up from negligible 
amounts in- 1965. 

Mr Chamberlin also tin- . 
gled out Russia and South 
Africa, where trading vot . 
uznes increased by 162. per 
cent and 308 par cent respec- 
tively to $380bh and flTDbn, 
“The tremendous growth 
in Russian and South Afri- 
can debt trading demon- 
strates the continuing diver- 
sification of emerging 
markets trading and invest- 
ment,'’ he . said. “These 
trends spotlight the future 
growth of this industry." 1 
Brazilian assets remained 
the most commonly traded ■ 
instruments, accounting for 
$1 ,4411m, or 27.2 per cent erf 
reported trading volume. 
They were followed closely 
by Argentine . assets 
(¥1.292bn) and Mexican 
instruments <$946bn). 

Demand for investments 
in most emerging markets 
rose sharply in 1996, as a 
result of the decline in yields 
available in better estab- 
lished wiarlwtR. • 

1996, Debt Trading Volume 
Survey Report, EMTA. -$250- 
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■ MOnOKAL SPANISH BOND RJTURES (MgF) 

Open Sett price Change Ugh Lew EsL vri. Open kiL 
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COMPANIES AND FINANCE: UK 


A 5% rise inthe value of UK retail portfolio provides succour as overseas properties disappoint 

Hammerson income hit by lower rents 


By Mktftael Lindemann 

Lower rests, especially at 
Canadian properties, contrib- 
uted to a 8.4 per cent feu in 
rental income at Hammer- 
son, the UK’s fifth largest 
property company. Rental 
income at properties in 
France and Germany 
remained flat because of 
worse economic sentiment, 
according to Mr Ron 


Spinney, chief executive. 

He Said that mn ititi flirw in 
the UK. which represents 80 
per cent of Hammerson's 
business, continued to 
improve, with the value of 
the retail portfolio rising 5 2 
per cent. A growing shortage 
of - quality office space also 
meant that Hammerson had 
been able to increase rents. 

Including exceptional 
items and property dispos- 


als, pre-tax profits rose 2L3 
per cent to £70m ($llL3m). 
Excluding exceptional, pre- 
tax profits fell 5i) per cent to 
£60.6m. 

Net asset value per share 
rose 3u2 per cent from 370p to 
388p. The shares fell lKp to 
close at 440p. 

Profits fell partly because 
rental income from 99 
Bishopsgaie. the City site 
damaged by the 1992 IRA 


bomb, was £&£m lower as 
surrenders were negotiated 
and space relet 

The building had now 
been fully let, Mr Spinney 
said, and would be produc- 
ing Tnaytrnmw income by the 
end of next year. 

Hammerson acquired rede- 
velopment sites in Paris and 
in Birmingham. Analysts 
described the central Paris 
office site as “slightly disap- 


pointing” because it had lost 
7 per cent of its value during 
the year. 

Sterling’s strength cost the 
group £i.2m after it had 
translated overseas profits. 

Mr Spinney said Hammer- 
son expected to take final 
decisions this year about 
several developments includ- 
ing the £375m Bull Ring proj- 
ect In Bir mingham and the 
£215m Oracle development 


in Reading. 

Hammerson said it was 
still looking for joint venture 
partners for both develop- 
ments. providing it retained 
management responsibility 
for construction. 

Earnings per share, exclu- 
ding exceptionals. rose 2 per 
cent from 15 *p to I5.6P- A 
final dividend Of 7.5p makofl 
a total of ll.2p, an increase 
of 5.2 per cent. 


Scardino’s evolutionary puzzle 

Raymond Snoddy on Pearson’s results under its new chief executive 


M rs Marjorie Scar- 
dino, the new chief 
executive of Pear- 
son. the media, information 
and entertainment group, 
was almost apologetic yes- 
terday as she fronted her 
first annual results meetin g 
at the company. 

She knew that City ana- 
lysts and journalists expec- 
ted there to be “a hulk cov- 
ered in a white sheet”. She 
would lift the sheet and 
there would be “the new 
Pearson?. But that had 
never been the show she 
planned to put on. 

“We are trying very hard 
to make our decisions, and 
make them speedily but not 
hastily. Evolution not revo- 
lution, that is what is going 
on around here.” said Mrs 
Scardino on her 49th day in 
charge of Pearson, whose 
interests include the Finan- 
cial Times . 

In that time, she had 
found quite a lot to like and 
a lot- she would like to 
change. Given the quality of 
the assets and the people she 
was convinced' there was “a 
lot more to go for”. 

: But if she has made up her 
mind what, if any, assets to 
sell - other than minority 
stakes which produce nei- 
ther important dividend 
streams not leverage - Mrs 
Scardino was not saying. 
Instead, she concentrated an 
the “motherhood and apple 
pie", virtues of improving 
performance across the 
-group and investing in its 
key brands, such as the FT 
^which will get up to £10Qm 
during the next five years to 
help boost international cir- 
culation. 

' Pearson would have more 
active management teams, 
bettor information and con- 
trols, and fairer and more 
precise ways to judge both 


RESULTS 



Marjorie Scardino: focusing on improving performance and investing in key brands 


Bmtan Con- 


pay and results. 

. By implication. Mrs Scar- 
dino was critical of the past 
management, although she 
had been told by Lord Blak- 
gnham, the outgoing chair- 
man, that she must say 
exactly what she wanted. 

Over the past five years, 
she said, underlying revenue 
growth had not topped 6 per 
cent in any one year. For a 
com pany in the fast-growing 
media sector, this had not 
been very exciting. There 
had also not been “quite 
enough sweat and not 
enough joy around here 
about results". In future, 
there would be “exceptional 
rewards for exceptional per- 
formance". 

“Oneof the things Pearscm 
should have done better in 
the past is learn from experi- 
ence." She added, with refer- 
ence to the heavily loss- 
making Mindscape software 
acquisition, that before mak- 
ing large purchases the com- 


pany ought to know the mar- 
kets involved. 

All the si gns are that Mrs 
Scardino and Mr Dennis 
Stevenson, who takes over 
as Chairman in May. «hn to 
increase the value of the 
individual parts before decid- 
ing whether refocusing or 
significant disposals are 
needed. Yesterday. Mrs Scar- 
dino praised the growth and 
earnings potential of divi- 
sions such as television and 
the Tussauds Group, where 
speculation about disposals 
or management buy-outs has 
been most intense. “We are 
not planning to sell the tele- 
vision business right now," 
was all she would say yester- 
day. 

_ Ms Louise Barton, media 
analyst at stockbroker Hen- 
derson Crosthwaite, gave 
Mrs Scardino “high marks" 
for a common sense 
approach, even though no 
“new Pearson” was instantly 
unveiled. 


Pearson shares drifted 
down 17Vip to close at 756'Ap, 
almost certainly because of 
the lack of drama. Ms Barton 
believes 970p is possible by 
the end of the year, so long 
as the provisions for 
accounting “irregularities” 
at Penguin USA - currently 
£lOQm - do not unexpectedly 
get beyond £200m. 

The £100m provision, 
which Pearson said yester- 
day was still its best esti- 
mate, heavily infiupn«v»H the 
1996 results. Turnover at 
£2.19bn topped £2bn for the 
first time, but operating 
profit of £281 m dropped to 
£181m after the charge - a 
fall of 30 per cent 

But yesterday it was Mar- 
jorie Scardino that people 
wanted to hear. In the infor- 
mal language that is becom- 
ing her trademark, she wrote 
to Pearson staff saying she 
liked the company. “1 think 
rn stay. There’s plenty for 
us all to work on together." 
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FIDELITY SPECIAL GROWTH FUND 

Soci6t£ d'Invcsnssetnent i Capital Variable 
Kansallis House - Place de rEtoile. . 

L-1021 Luxembourg 
R.CN0B 20095 

NOTICE OF ANNUAL GENERAL MEETING 

NOTICE is hereby given dial die Annual General Meeting afftcSharetoldosof KdeHjy Special 
Growth FUndLasodstf d ’invesdssement it capital variable organised under*e laws of die Grand 

KrtrfLwanboarg (the “Company"), wifl be held at die registered 

Kansallis House, Place de i’EtoiTe, Luxanbouig. at 11.00 am. oo March 27, 1997. specifically, 

but withoul limitation, for d* following purposes: 

I. Presentation of the Report Of the Board of Directocs. 

X Approval bfSchti^sb^awiiKxwne ^ statement for *a fiscal year ended November 30, 
1996. 

’ Barry R. I Bateman, ChartesTM. CbUis, Charles A Fraser. Jean Hanrilius and Hdmen 
6 

5: 1996 

8. CbosHfcrauon of such other business as may properly come before 0* Meeting. 

Approval of items I through 8 of the agenda will reqairc the 

theshares present orreprcsenMd at *e Meeting with no mnnntam number of shares present or 
represented in wrier for a quorum to be present 

sssssrsssss 

proxy. ■ 

Dated: January 27. 1997 

By Older of the Board of Directors 
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Bunzl ahead 
despite price 
falls in US 


By Michael Lindemarm 

Higher operating margins 
helped B unzl, the paper and 
plastics group, report a 7 per 
cent rise in pre-tax profits to 
£113.5m (8180.5m) In 1996, 
despite lower prices across 
many of its businesses. 

I Mr Anthony Habgood, 
chairman, said prices had 
fallen by an average of 8 per 
cent last year. 

I .Worst affected was Job-lot. 
the US business which con- 
verts over-runs of paper 
| into bespoke products. It 
saw prices fall some 30 per 
cent 

Mr Habgood said he saw 
little sign of further sudden 
movements. “The price is 
likely to move up and down 
slightly at the sort of levels 
we're at. creating a sort of 
corrugated iron effect" 

However, group operating 
margins rose from 6.2 per 
cent to 6.4 per cent partly 
because Bunzl withdrew 
from lower margin busi- 
nesses, including its fine 
paper activities in Germany 
and Italy. 

Sales at continuing busi- 
nesses rose 5 per cent to 
£1.58bn. Including acquisi- 
tions totalling £S9m and the 
fine paper disposals, for 
£217m. sales rose 2-2 per cent 
to £l^bu. 

The company said it had 
been barely affected by the 


strength of sterling because 
its average value was $1.57, 
against S1.58 in 1995. The 
pound’s surge made up for 
lower levels at the beginning 
of 1996. said Mr John Bason, 
finance director. 

Plastics and disposables, 
the division which repre- 
sents more thaw half Bund’s 
turnover, saw sales rise 7 per 
cent to £950m. driven by a 
number of small acquisitions 
in the US. Operating profits 
at the division rose 14 per 
cent to £70m. 

Following the purchase 
last year of Alpha Supplies, 
the hygiene products distrib- 
utor. Mr Habgood hinted 
that Bunzl was weighing up 
further acquisitions to 
expand the disposables busi- 
ness in Europe. 

“Initially at least, you can 
only grow through acquisi- 
tions.” be said, “but it will 
taka time". 

Net debt rose from £35m to 
£42J>m at the year-end, giv- 
ing gearing of nearly 15 per 
cent 

Earnings per share rose 6 
per cent from 15*p to 16.4p. 
A final dividend of 4.1p is 
payable, making a total of 
6-3p. up 9 per cent 

Profits this year are fore- 
cast to rise to about £U9m, 
putting Bunzl on a forward 
■p/e of about 13. 

The shares lost 4p to close 
at 221'Ap. 


LEX COMMENT 

Flextech 


Flextech 

Share price ratetfve to the 

FTSEAfi-Shatttndsx 


700 — 



Cashflow-based corporate 
valuations have become 
more common, but Flex- 
tech's meteoric share price 
rise seems founded more 
on a newsflow-based multi* 
pie. Since shifting from oil 
services to media. Flextech 
has rewarded shareholders 
enormously, but is still 
handicapped by ongoing 
losses and vast cash out- 
flows. The management 
team has done astute deals 
and Flextech has rarity 
value - British Sky Broad- 
casting offers the UK's 
only other exposure to pro- 
gramming in the new 
multi-channel world. But can it be worth £lbn? 

F] extech's strength has been as a media middleman, 
buying programming, repackaging, and selling to satellite 
and cable operators. The middleman risks being squeezed 
out by suppliers or customers. But yesterday's deal to 
form a joint venture with the BBC and its vast pro- 
gramme library' guarantees Flextech supply of pro- 
grammes and gives it a half share in the multi-channel 
exploitation of the strongest brand in British broadcast- 
ing. 

This creates value, but not £lbn. Viewing figures for 
most satellite channels remain pitifully low. At least most 
of Flextech’s channels are part of basic subscriber pack- 
ages, so profits automatically go up with subscriber num- 
bers. But there remains a question over consumers' will- 
ingness to pay for programmes - even those from the 
BBC, which have already been shown for free. If Flex- 
tech's chief executive thinks it is a good time to sell £7m 
of shares, other investors should perhaps follow. 


ECC in red after 
£95m charges 


By Ross Tieman 

En glish China days suffered 
a pre-tax loss of £42.9m 
($68J2m) last year after £95m 
of charges »wd a “ghastly” 12 
months in its two core 
papermaking and speciality 
chemical businesses. 

Dividends for 1996 have 
been cut 25 per cent to a 
level the company believes 
sustainable for the future. 

The shares eased 8p to 
207Y 3 p as Mr Dennis Rediker, 
who last March replaced Mr 
Andrew Tear? as chief exec- 
utive. completed bis over- 
haul. Some 300 jobs are to go 
among the 3.000 Cornish 
workforce as part of a £10.lm 
restructuring, and fixed 


assets have been written 
down by a further £S4.9m. 

The biggest write-down 
was at the US clay mines in 
Middle Georgia, acquired in 
1990 for $254m. Having failed 
to put in significant new 
capacity ECC said produc- 
tion of kaolin for paper-whit- 
ening at Georgia would not 
produce the expected profits 
uplift. It is writing down the 
value of kaolin resources by 
£57.8m to $150m. The 
remaining write-downs 
relate to the value of facili- 
ties making calcium carbon- 
ate in Europe. Pressure from 
papermakers for price cuts 
by suppliers contributed to a 
tough year for ECC's kaolin 
operations worldwide. 
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1996 FINANCIAL RESULTS AND OUTLOOK 


Sales 

■ • . 1996' • 

35,262 

/• 1995 

33^18 

Capital expenditure 

7,009 

5,942 

Gross operating income before non-recurring items 

4,169 

4,040 

Net income, Group share 

1,846 

2350 

Earnings per share (FRF) 

20.50 

26.60 

Working capital provided by operations 

4,774 

4,796 



7 :--Tr.v.l3cw : . 

’*! i v i: ^ ! r:'\ 


IN A CHALLENGING 
MARKETPLACE... 

The business environment was unfavo- 
rable in 1996. Despite positive events in 
North Amelia and the emerging econo- 
mies, foe year was primarily shaped by 
recession in foe French building industry, 
economic weakness in western Europe 
and agitated markets in Turkey and 
Brazil. 

... LAFARGE DEMONSTRATED 
STRONG RESISTANCE... 

Sales rose by 6^!% to FRF 35,262 million. 
Gross operating income before non- 
reaming items increased by 32% to 
FRF 4,169 million, thanks to a solid 
second-ha if performance. 

Growth in gross operating income 
before non-recurring items was led by a 
combination of 1) earnings growth at 
North American subsidiary Lafarge Corp, 
which benefited from sustained strong 
demand in the United States and a re- 
covery in Canada, 2) a dedine in contri- 
butions from western Europe, and 3) a 
turnaround m Austria. It also reflected a 
sharp improvement in concrete margins 
and a contrasting performance in spe- 
cialty products. 

In the absence of exceptional items (capi- 
tal gains on disposals totaled FRF 1 16 mil- 
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ing earnings per share of FRF 2050. At 
the Annual Meeting on May 21, share- 
holders will be asked to approve a divi- 
dend of FRF 1 0 (FRF 15 induding tax cred- 
it) and, in light of the Group's financial 
structure, to suspend the dividend rein- 
vestment option for 1996. 

During the year, capital expenditure rose 
a strong +18% to FRF 7 billion. Lafarge 
intensified expansion, mainly in Europe 
(Italy, foie United Kingdom, Germany, 
Poland, Russia), the United States and 
Latin America. 

AND FORECASTS HIGHER 
EARNINGS IN 1997 

Bertrand COLLOMB, Chairman of foe 
Group, said “Lafarge is building three 
progress dynamics: growth, competfove- 
ness and extension of the product range. 
Lasiyeaz these factors helped to increase 
sales and operating income and to 
broaden and strengthen our positron in a 
number of markets (Germany Poland, 
Brazil and North America). This strategy 
places Lafarge in a favorable position for 
the future. I expect a noticeable improve- 
ment in earnings in 1997“ 
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Philippines warned over new 


— 6 



By Justin MarozzJ in Manila 

The trade association of foreign 
mining groups in the Philippines 
yesterday warned that an addi- 
tional tax being proposed by the 
government might drive compa- 
nies out of the country. 

Mr Malcolm Norris, the chair- 
man of the International Mining 
and Exploration Committee was 
Speaking fallowing proposals pres- 
ented last week by the Depart- 
ment of Environment's mines 


and geosciences bureau. 

Under the government scheme, 
foreign mining companies would 
be subject to an extra 15 per cent 
levy an taxable income, in addi- 
tion to the government taxes and 
foes which make up the current 
fiscal regime. 

“The government must look at 
how competitive ’its fiscal regime 
is on a global basis," Mr Norris 
said. “IT the Philippines tries to 
tax companies too heavily, they'll 
spend their money elsewhere." 


Foreign companies, which 
include WMC of Australia and 
TVI Pacific of Canada, have been 
given until April 3 to survey the 
blueprint financial or technical 
assistance agreement (FTAA). 
under which they are allowed to 
explore up to 81,000 hectares at a 
foe of 50 pesos ($2) per hectare. 
Negotiations will then begin 
between the committee and the 
Department of Environment. 

A final document is expected to 
be agreed in May, which would 


then allow the processing of the 
approximately 100 applications 
which are awaiting approval 

Foreign companies who receive 
approval for an FTAA are hound 
to pay corporate income tax of 35 
per emit, local gov er nm ent taxes 
and regulatory fees, in addition to 
the exploration charge. 

Mr Norris expressed concent 
that foreign companies were not 
being treated on equal terms with 
their local counterparts, as local 
companies only had to pay 


government taxes and fees. 

“We wonder why large-scale 
developing which brings great 
benefits should have an extra 15 
per cent stuck on-" 

Mr Horatio Ramos, director of 
the mines bureau, defended the 
proposals. He said foreign compa- 
nies were already given a tax 
exemption lasting up to five years 
from the start of exploration. 

“Not many governments pro- 
vide those soils of incentives 
which amount to a tax holiday for 


five . years and where pre-oper&t- 
ing costs can be recouped before 
work begins." he said. 

The mining sector has been 
Stagnating since- a serious acci- 
dent last year when Marcopper, a 
local company 40 per cent owned 
by Placer Done of Canada, leaked 
20m cu m of waste into a river 
from its copper min in Marindu 
que on Boat island. 

All but two’ or the TO applica- 
tions for exploration licenses were 
subsequently frozen. 


Cadereyta complex 
poses test for Pemex 

Mexico’s oil monopoly is seeking private funds 
for its $lbn refinery, reports Daniel Dombey 


T hirty kilometres away 
from the industrial 
city of Monterrey, in 
the arid north of Mexico, 
lurks a giant complex of 
tubes, vats and steaming 
chimneys. Together, the 500 
hectare jumble makes up the 
ofl refinery of Cadereyta, 
currently being dramatically 
reshaped in one of the Mexi- 
can industry's biggest pro- 
jects of the decade. 

Cadereyta is not only a 
$1.1 bn test of whether state 
oil monopoly Petrbleos Mexi- 
can os (Pemex) can run a 
world-class refinery on its 
own. It wifi also determine 
how for Pemex can tap pri- 
vate financing, despite for- 
midable legal constraints. 

“We want a plant that is 
sophisticated enough to 
remain profitable even when 
the market is depressed," 
says Mr Maximo Tellez, the 
head of the project “Without 
that, we would not be able to 
be in the refining business in 
Mexico or internationally. 
We would have to shut the 
refinery doors." 

The refining industry, at 
present mired in a world 
slump, has caused Pemex 
plenty of headaches. 

Last year, the company's 
refining arm was its only 
division to operate at a loss. 


failing into the red. 

Mr Tdllez says that by 
using cheaper, dirtier inputs 
such as heavy crude oil, the 
Cadereyta complex, whose 
capacity will increase from 
235,000 to 270,000 barrels a 
day, will be less exposed to 
shifts in world prices. It 
should also be able to 
increase its margin** by mak- 
ing lighter products with 
greater added value. 

When the project is com- 
plete, in 2000. Cadereyta 
should have cut the presence 
of contaminants such as sul- 
phur and aromatics in the 
foels it makes. It should also 
have almost rfiminatad pro- 
duction of fuel oO - which 
now accounts for one-third 
of output - and increased 
that of diesel and petrol 

Such changes are espe- 
cially important because of 
environmental regulations 
which from 1998 will force 
power stations to switch 
from fuel oil to natural gas. 

so diminishing the demand 
for the dirtier fiiel. 

The project demands a. 
high level of sophistication. 
But Pemex argues that 
through jointly running a 
similar refinery in Deer 
Park. Texas with Royal/ 
Dutch Shell, its expertise in 
the area has greatly 


increased, despite teething 
problems that led to the tem- 
porary shutdown of the 
Texas refinery last year. 

The single biggest part of 
the Cadereyta transforma- 
tion is already under way. 
Since 1995, Pemex has been 
building a 5110m coker, 
which will enable the com- 
plex to refine heavier fuels 
than in the past The plant - 
due to be completed in Feb- 
ruary 1998 - is financed by 
Pemex in the traditional 
way. 

B ut nine other purify- 
ing plants and associ- 
ated facilities, 
together worth about $lbn, 
will not only be built by a 
private contractor, but also 
will be privately financed. 
They represent Pemex's first 
off-balance sheet project 
The competition for the 
contract was launched in 
September last year, and will 
he decided this June. Mexi- 
can companies such as 
Empresas ICA, BuXete Indus- 
trial and Protexa are under- 
stood to be interested. Each 
will probably have to ally 
with international partners, 
to provide additional con- 
struction expertise as well as 
the all important fvnannwig . 
The need for private finan- 



Bpthflpmg the Cadereyta plant will allow Pemex to increase margins by making lighter products with greater added value 


cing is clear. Pemex has 
total planned investment of 
some $6bn this year, but aD 
and gas extraction are so 
lucrative and reducing dis- 
tribution bottlenecks so 
important for margins, that 
money is hard to come by 
for refining. 

Mexican law forbids pri- 
vate ownership of ail produc- 
tion facilities, so infrastruc- 


ture finanring schemes such 
as Build Lease Transfer, 
where a construction com- 
pany rents a facility to the 
operator for a limited period, 
are illegal. Hence the 
recourse to off-balance sheet 
financing for the nine new 
plants. 

The cost of the project will 
be met by quarterly pay- 
ments over 10 years once ini- 


tial tests have taken place. 
The whole expansion will be 
totally self-financing, Pemex 
officials say. 

Furthermore, says Mr Raf- 
ael Quijano. Latin America 
director at Petroleum 
Finance International, an oQ 
& gas consultancy: “The 
Mexican government does 
not want to increase balance 
sheet financing for Pemex. 


because that would directly 
increase the indebtedness of 
the government itself. 

“That problem does not 
occur with off-balance sheet 
financing.” . - 

Pemex officials concur 
that the money would not 
have come from the state. 
"Without funds from the pri- 
vate sector, we could not do 
this,” Mr THlez says. - 


Chicago 
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futures 

plunge 


MARKETS REPORT 


and Phffip Coflgan ; 
in London- 

Soyabean futures prices -at 
the Chicago Board of Trade 
plunged yesterday as hedge ' ■ 
funds took: profits from a - . 
Mg rally on Friday and talk V 
of a Brazilian soyabean 
export tax began to be dis- 
counted. Soyabean* Jbr July 
delivery at the -GBOT. 
dropped 19 cents a bushel -i* 
late in the session, falling to 
$8.3214. On Friday, that 
same contract had rafitar 
20X cents on talk that Bra- • ... * 
zil was considering an 
export tax on. soyabeans.' 

With supplies right, and ^ 
demand high globally, ofl. 9 
seed processors are counting * ~ 

on Brazilian beans to Keep' 1 _ , 
their plants running. By 
Monday, Brazilian offidab 
had not -confirmed the tax, 
prompting some traders , to - 
sell fittares contracts bought 
on Friday. Analysts said US 
export shipment figures ■ 
released on Monday ’ Tor 
soyabeans remained sup- 
portive far the market. 

Prices of both zinc and 
lead passed through round 
number levels on the Uon--. 
don Metals Exchange y ester- - - 
day, with analysts saying 
that commodities funds 
were responsible for push- 
ing prices higher, in the •• 
hope that the move would 
attract new investors. 

. Zinc passed $1,300 a tense 
and lead $700 in early-trad- 
ing. Both Ml back on profit- 
taking but lead managed to 
hold above $700. 

Copper drifted lower, slip- 
ping below $2.350,, as 
rumours circulated about a e.'> 
supposed Chinese decision 
to suspend imports- How- 
ever, an official of CUn&V 
NonFerrons Metals Import 
and Export Corp jras. 
reported as saying tiu&jw 
directive to '.suspend imports;^ , 
had been issued. • 


COMMODITIES PRICES 


BASE METALS 

LOUDON METAL EXCHANGE 

(Prices from Amalgamated M e t al Trading) 

■ ALUMINIUM, 08.7 PURITY {$ per tonne) 



Cash 

3 rnthe 

Close 

1637.&-3fL5 

1672-73 

Previous 

1632-33 

1664-65 

Hlgh/taw 


167871863 

AM Official 

1639^-40.0 

1676-77 

Kart) dose 


1666-89 

Open W. 

272X83 


Total daily turnover 

120,040 


■ ALUMINIUM AHOY ($ per tome) 

Close 

1525-35 

1S55-S8 

Previous 

1522-27 

1547-50 

IfigWkw 


156071650 

AM Official 

1530X5 

1555-56 

Kerb dose 


1540-45 

Open W. 

6X13 


To« ttaly turnover 

2,055 


M LEAD (S per tonne) 


Ckwe 

7CB-9 

704-5 

Prevtaua 

694.5-M 

990-05 

rtrfiflow 


7107897 

AM Official 

713-14 

708X-0G.S 

Kerb dose 


703-04 

Open InL 

39X28 


Total defy tumaw 

12.000 


■ NICKEL (S per tonne) 


dose 

7910-20 

a03Q-35 

Previous 

8005-15 

8110-20 

High/low 

602018015 

6175/8010 

AM Official 

0020-25 

9125-30 

Kerb dose 


0035-40 

Open M. 

52.361 


Total daJy tumorer 

18X10 


■ TIN (5 per tonne) 



Ckse 

6035-45 

6060-65 

previous 

6045-55 

6055-60 

HigMow 

6040 

6075/8055 

AM Official 

8O40-4S 

6050-55 

Kerb dose 


6050-55 

Open InL 

17.547 


Total dally turnover 

6X14 



Precious Metals continued 

■ GOLD COMEX (100 Tray oz^ S'tioy oz.) 

Sett Oar's Open 

price cteage Hgti km M tot 

Bar 347 J -4.7 352.0 3S2X 29,421 

Apr 34&3 -4.7 3513 34&0 15,117 55.768 

Job 350.3 -4.7 355.6 350.7 3X00 31X96 

Aug 3514 -4.7 3512 353X 579 10,446 

Oct S5SX -4.7 - - 2S8 5X75 

Dec 3586 -4.7 3512 300-0 122 21.494 

Trial 1*773186X22 

■ PlATWUMNYMBCE50Troyc^Srtn»yta) 

Apr 381X -2.4 3845 381 X 2,182 16286 

Jri 383.6 -2A 3855 3840 643 3X47 

Oct 385.9 -24 383X 385X 25 2X93 

Jan 3841 -24 - - 14 1,137 

Total 2X» 23XB 

■ PALLADIUM NYMEX (100 Troy oz^ S/tray ozj 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (£ per tome| 


■ ZINC, apectel Mflft wrie {* pta tmnej 



1275X-76X 

1296-07 

Previous 

1260.5-61X 

1281-62 

High/tow 

128571264 

1307/1283 

AM Official 

1284X-85.0 

1304-05 

Kerb dose 

Open irn. 

Total dafiy turnover 

89X55 

37X88 

1294-65 


Close 

24004)2 

2353-54 

Previous 

2411-13 

2355-56 

HigfVtow 


237512342 

AM OfflcW 

2417-18 

2367-88 

KartJ dose 


2342-43 

Open int. 

144X09 


TotN daily annw 

08.771 


M LME AM Official £V* rate: IJeaB 


Spot IjSOQ Saris LSSTSBiAs 15854 9 arils L9Q6 

■ HKW GRAPE COPPER (COMEX) 

sas Dora 0pm 

price cteege Kgb Uw M tot 

Mar 112X0 -1.15 11420 11250 927 6255 

Apr 110.73 -1.85 HIM 110.75 S03 3.844 

Hay 1CB.G5 -1X5 111X0 109.50 6.451 25JW3 

Jaa 108.03 -090 10020 108.70 42 1X23 

Jri 106X5 -1.00 loan 10030 427 7X26 

Mg 105.15 -0X0 - - 4 657 

Total 8X44 sam 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices euppHafl by N M Rotteeftftfl 

GoktfTroy oz) S price £ eqriv SFr eqriv 
Ckse 349.10-341® 

Opening 3520M523O 

Morning fi* 35205 220X98 511.177 

A fte rnoon fix 351.40 22a 738 510.665 

Day's High 352.4035270 

Day’s Low 34&1W49 « 

Previous Ckse 352.70-35320 

UxoLrin Mean Gold Loading Raws (VaUSS) 


•tar 

148.55 -185 

_ 

11B 42 

Jua 

150X5 -3.85 156X0 150X0 

209 10X22 

Sap 

151X5 -3.85 157X0 157X0 

7 714 

Dee 

152X5 -3 85 

- 

1 189 

Total 



218 11X87 

N SO.VER COMEX (5X00 Trey CartsAroy ozj 

Mar 

520 7 -44 S24X 

520X 

155 831 

Hay 

5218 -4.5 529.0 

523X 10203 82XS3 

JBI 

528.8 -4X 532X 

S29X 

945 12X11 

Sep 

5337 -45 536.0 

533.0 

105 3X33 

Doc 

541X -4.4 544 X 

5405 

42 5.177 

Jaa 

5442 -44 553X 

K30 

2 13 

fatal 



11X88 sum 

ENERGY 



« CRUDE OA-KYMEX (1X00 barrets. Sfaenetl 


Latest Day's 


Open 


price cteage U^i 

Low 

HU (At 

Apr 

21.02 -027 21.40 

2085 54X23 47X65 

•toy 

20 97 -623 21X3 

20X5 41X89 80X04 

Job 

20X1 -018 2120 

20.83 12X90 53X28 

M 

20*1 -0.18 21X« 

2076 

4X45 25X93 

too 

20.70 -0.17 20X5 

20X7 

1.170 17X95 

S*F 

20.70 -0.10 20X5 

20X0 

659 13,400 

Total 


121 41 3X55 

M CRUDE 03. IPE (S/txrrel) 



Lated (tayta 




price dwega Mgp 

Lm 

w tat 

May 

1164 -aio 19X7 

19X8 12057 81.619 

Joa 

19X4 - 1987 

19X« 

3.696 25X69 

M 

19.49 -0X2 1978 

19.48 

634 12X87 

top 

19 43 -OX1 1971 

19.43 

3SZ 6,488 

Sq> 

1943 +OX4 1967 

1143 

13 6,398 

Oct 

19X0 +0.14 19X3 

1944 

200 4X18 

fatal 



17.15B 197X02 

M HEATING OIL NWEX (42X00 US gMl; BUS pate) 


Latest Day's 


Open 


price dsanga Mgfe 

Lew 

Yd M 

Apr 

5440 -0X3 55X0 

54.K 11X72 30,488 

Hay 

5460 -0.75 5580 

54X5 

5X11 23X18 

Jua 

5a so -are 5X90 

54.60 

911 13,424 

JN 

55.15 -0.70 56.10 

55.15 

1.155 12.775 

toB 

5825 -0X0 56.75 

5115 

207 7X00 

Ste 

56.75 -0X5 5750 

5075 

19 5.162 

fatal 



20X1B1Z4XB 

M GAS OR. IPE ISAimel 




Sen Da fa 


DIM 


price dang* Wgh 

Law 

M bn 

K* 

17975 +1X5 173X5 170X0 

7X00 27X48 

•toy 

172.00 -100 173.75 171XO 

2.1 IB 7X47 

Jsn 

172X0 +0X5 174X0 17200 

1.W 10X96 

M 

17325 -050 175X0 17325 

377 4X74 

Mg 

174 75 -025 177X0 175X0 

290 1,751 

Sep 

176X5 -0X5 178X5 177X5 

66 1X39 

Total 



12X00 83X84 

■ NATURAL GAS WICX (10X00 mfa; StonStaJ 


faint Haifa 


Open 


price change Wgh 

law 

Ml tat 

Apr 

1X15-0045 2000 

1X00 

7 A10 28X16 

•toy 

1.970-0.051 2X50 

1-950 

3,191 29.107 

Jon 

1X95 -ami 2060 

1XB0 

1X62 13X54 

Jd 

2000-9048 2056 

1-985 

729 11X57 

mb 

2010-0X39 2X60 

2005 

968 8X02 

SRI 

2010-0X40 2000 

2.000 

781 9X03 

Total 



17X57181X74 

M UNLEADED GASOLME 



NHEX {42X00 us gfita; eAB gafel 



2 months 

-.4X3 12 ibdnShs -4X5 


Latest Dayfa 



Qpan 

3 months •uwhu. 

...4X8 



price daega Hpa 

Law 

«W tat 

SJ»v>or Fix 

grimy as. 

US eta equte. 

Apr 

3505 -are 

86X5 

84X0 11540 28.156 

Spot 

330.10 

625.5a 

May 

6A75 -0® 

«X5 

54.30 

7»1 30.486 

3 months 

334.75 

532.10 

Jun 

84X0 -056 

6540 

6190 

1X80 17,402 

6 mentha 

339X5 

53005 

Jd 

63.40 -0X3 

G4XS 

S3. 00 


1 year 

348.75 

552.15 

A»S 

62.13 -043 

8245 

61X5 

528 4X70 

GoM Cotoe 

S price 

£ equhi. 

fap 

8040 -0.78 

61-60 

60X0 

535 2X68 

Krugerrand 

352-354 

222-223 

Tatai 




24JS2 91*80 

Maple Loaf 

- 

- 






New Sovereign 

82-85 

52-54 








Sett 

Dayfa 


«taea 


price cfwoge low 

Vri 

W 

Mar 

9940 

+1.80 

13 

196 

•toy 

101.10 

+1.40 101X0 101X0 

425 

1232 

Jri 

103X0 

+1X0 10175 10190 

138 

1,174 

S<q> 

9+X5 

+0.75 

- 

33 

■at 

96X5 

+a75 0059 98X5 

56 

2,133 

Jra 

98X5 

+a75 98X0 96X0 

30 

457 

fatal 



679 

7X» 

■ WHEAT CBT ££Qabu rmx cerfiaffiOto bustw0 

Bar 

378X5 

-7X0 383X0 375X0 

65 

188 

May 

381X0 

-6X0 281X0 380X0 

1372 26X77 

JBI 

372X5 

-5X5 38000 371X0 12X07 41.717 

Ste 

372X5 

-4JS 379X0 372X0 

812 

4.108 

Dec 

383X0 

-8X0 388X8 381X0 

280 

4X17 

Mr 

382X0 

-7X0 384.00 384X0 

5 

81 

Total 

. 


20X27 77X84 

M MAIZE CBT (5X00 bu nto; oentafiab brnheQ 

He 

31QXX 

+100 311X5 305.75 

5X90 

8,670 

•toy 

30075 

+2X5 308X0 301X5 48X60158X87 

Jri 

305X0 

+2X0 306X0 298.73 22X53106X94 

Ste 

294X5 

-296X0 23075 

2X35 10308 

Dec 

292X0 

- 294X0 288.75 20X21 

76,458 

Mir 

295.75 

-1X5 297X0 29100 

508 

7X11 

Total 


101JRM 37*538 

■ BARLEY UFFE (£ per tonne) 



Mar 

91X5 

+0.73 

- 

33 

MW 

8225 

+1X0 92X0 9200 

5 

150 

Sap 

91.79 

+025 

- 

28 

Hoe 

9175 

+023 94.00 9175 

25 

4Z3 

J* 

95.75 

+025 96X0 95.75 

10 

34 

Total 



40 

8BB 


SOFTS 

COCOA UFFE (E/tonne) 


■ SOYABEANS CBT ROOOtanata: 


Iter 821X0 -25.00 84450 817X0 1.778 1X67 
HW 825X0-24X0 85325 821X0 47,614 84J2B 
Jri 827X0 -24X0 855X0 825X0 17X37 50747 

Mg 618X0 -22X0 843.75 815X0 1X14 7X09 

Sri) 760.50 -17X0 76000 760X0 587 4.709 

Mar 71020 -15X0 728X0 709.00 6X84 51X81 

Total 78,702162X13 

A SOYABEAN OB. C8T fSOOOObri certsflb) 


Mw 

24X0 

-0.90 

25X3 

24X5 

197 

1,730 

•fay 

2447 

-091 

25X0 

2488 

9.407 54X80 

Jri 

24.80 

-098 

25X5 

34.76 

5,787 30511 

top 

24X3 

-095 

2BX5 

24X0 

93 

5525 

sw» 

25X3 

-095 

25X5 

24X8 

ire 

1352 

net 

25X3 

-08* 

26X0 

25X5 

467 

117* 

Total 





18X63 111,180 

M SOYABEAN MEAL CBT (100 tore; Srion) 

HP 

2715 

-4.6 

Z77X 

2700 

1472 

2534 

•toy 

267X 

-68 

276X 

2S7X 16X87 48X45 

Jri 

20.1 

-7.1 

272X 

264X 

8.430 28X85 

Aeg 

259J 

-09 

gmn 

258 X 

1X56 

8.139 

Sep 

244J9 

-8X 

2518 

244X 

721 

1742 

Del 

mn 

— 4X 

228X 

224X 

891 

4X52 

Total 





28X74 108X88 

■ POTATOES UFFE pftorwri 



Apr 

5BX 

+14 

56X 

525 

52 

759 

May 

ten 

+48 

82.0 

SIX 

3 

310 

Jen 

70.0 

+1X 

- 

- 

_ 

- 

Nor 

finn 

- 

- 

_ 

_ 

2 

Ntar 

95X 

♦IX 

_ 

_ 


_ 

Apr 

10SX 

-2.5 

1000 

1D6L0 

- 

881 

fatal 





90 

1J62 

M FREKiHT IBU'l-blQ UFFE (510/tadBx poH) 

Mar 

1525 

+5 

1530 

1S5 

12 

469 

Apr 

1815 

+25 

1690 

1620 

66 

1,150 

May 

1805 

+20 

1815 

1900 

71 

505 

Jri 

1354 

+24 

1355 

1345 

22 

688 

Oct 

1454 

*14 

1450 

1445 

13 

239 

Jen 

1465 

+20 

1450 

1450 

2 

47 

Trial 

Cta« 

Pm 



188 

(118 

BH 

1481 

W3 






FUTURES DATA 

AS ftfturej OOa stfipJad by CMS. 


Tea 

Demand was strong. The Tea Br o ken ' 
Aeeectetfee reports. Larded bright Iquor- 
farg East Mridre met keen cc mpo ti Bep 
md prices advanced 6 pence to 10 pence 
a kg. CokxjTy mediums appreciated 
2 pence to 4 pence a Hg wtti others Drm. 
Ofta bore cotoury Central Africans often 
shewed cnAatanU gdne, but ahem were 
rather kregriar. Quotritons for thte ode; 
landed beet avafebto 163# good T45p; 
good medurn I35p; rrwftn 128p; law 
median I00p. The highest price reefised 
this week was 153p a kg for a BuaeS TO. 



- Sett 
price l 

pwfa 

HNM 

to* 

low M tat 


Mir 

1019 

+9 

1810 

1010 10 709 

S»r 

■tay 

1029 

+8 

1029 

1004 2,126 31X48 

Jra 

Jri 

1040 

+13 

1040 

1012 1,102 14X64 

fas 

Sep 

1044 

+12 

1042 

1019 191 12X25 

Oct 

Dec 

. 1M2 

+12 

1040 

1019 485 21X92 

Dee 

Total 

1060 

+14 

US9 

1036 972 aim 

Rta 

fatal 


a COCOA CSCE (10 tonnes; SAonraa} 

May 1482 442 1490 1422 5X25 30X69 

Jri 1504 440 1513 1446 *468 20,682 

Sep 15S +40 1528 1468 883 11X45 

Dec 1548 t* ISO 1485 423 8X24 

MV 1588 +36 1575 1517 543 18X02 

Bay 1564 436 1542 1530 188 6X5B 

Trial 71X31 98X11 

a COCOA (ICCO) (SDfl'atome) 


■14 


Drifr 


Met 

1136X8 


a COFFEE UFFE (Vtonnej 


Mar 

1693 

-5 

1719 

1685 

156 1,719 

May 

1880 

- 

T71S 

1680 2X10 26.161 

Jri 

1675 

-3 

1703 

166B 

006 10/468 

Sop 

1685 

-2 

1692 

1653 

427 5X14 

tan 

1640 

-2 

1862 

1628 

240 2X82 

Jaa 

fatal 

1615 

-7 

1833 

1816 

S3 826 

M COFFEE ■C’ CSCE (37X00K>K cents**) 


Mac 197X5 -TX5 2QSS0 198X0 336 426 

May 188X6-17.70 183.90 187X5 7X38 21X28 
Jri 158.95 -15X0 171X0 15625 2X79 8X93 

Sep 145X0 -1440 180X5 154X0 948 4X50 

Dec 132.65 -13X5 146X0 140X0 528 3X57 

Mar 125.15 -12.10 133X5 13175 12B 822 

Total 12,130 38X85 

B COFFEE (ICO) (US cwits/pouncQ 


. 13844 
137X8 

a WHTTE SUGAB LTFFE (STtomej 


May 

307X 

-04 

30BX 

306X 

4« 14X85 

to 

305.7 

-04 

3060 

304X 

243 4X61 

Oct 

3022 

-04 

3024 

302X 

1S1 1149 

Dn 

3005 

-06 

301.0 

3008 

28 929 

Mar 

3023 

-1.0 

302X 

302X 

5 505 

Mr 

»1X 

+03 

- 

w. 

- 159 

fatal 





7*3 23X88 

M SUGAR 11' CSCE n lioootxx centa/Bag 

May 

10X2 

+002 

10X4 

10X2 7X29 67X39 

Jri 

10X7 

♦004 

1069 

1059 1X72 35X46 

Oct 

10.60 

+004 

10X0 

1055 

960 25.125 

Mar 

1060 

+004 

10.61 

1057 

433 12.758 

law 

1059 

+002 

1081 

1058 

40 2X81 

Jri 

10X9 

+002 

1058 

1059 

13 1X17 

Total 




1BX67144XS 

M COTTON NYCE (50X008*; cOTtaA* 

May 

7lS1 -ore 

75X5 

74X5 9X39 34,121 

Jri 

78.15 

-0.50 

78X0 

76.10 2X90 15X3* 

Oct 

78X0 

-0X0 

77.10 

78.60 

231 1X85 

Dee 

76X0 

-035 

77.15 

76.75 2,184 20X86 

Mar 

77X0 

-032 

78.15 

7BJJ5 

45 1X6* 

•toy 

78.10 

-0.15 

- 

_ 

33 486 

Tetri 





1882 73X06 

■ ORANGE JUICE NYCE f15,000fcs: cartaflbs) 


Prre. rky 
1114X1 


Itey 83X5 4-1.00 84X0 82X0 2X30 14X31 

Jal 8sm +070 85X0 85X0 302 5X44 

Sap 87X5 40.90 68.00 87X0 114 3,646 

** 88X0 +495 8175 88,70 110 1JS2 

■toe 90X5 +0X5 89.73 6970 45 644 

B*r 82.15 +0X5 9250 82X0 10 288 

TFM 1,4© 25X97 


VOLUME DATA 

Open Interest and Vriune data Shawn fcr 
contracts traded on COMEX. NYMEX. CBT. 
NYC*. CMa CSCE and IPE Crude 06 are 
one day In areas. Volume A Open interest 
tesato am (or al haded months. 


INDICES 

a Beaters [Basic 1SI9/31 n 1QQ) 

Mar 17 Mar 14 mouth ago ye*- ago 

1897.1 19025 10735 -2138X 

a CBB Futures (Base: 1967 *.100) 

*far « Mar 13 menflr ago year ago 

246X3 245X6 

a gsq Spot (Basa 1070 = 100) 

Mar 14 Mar 13 month ago year ago 

19358 19256 183.79 197,12 


MEAT AND LIVESTOCK 

■ LI VE CATTLE CME (4QX008»; cantata) 

SaS Otfn Opaa 

Price change mp Laar «W tat 

68X75+0X75 99.175 88.700 8X21 37^32 
6475040X75 65.100 64.450 4X58 25X33 


67 . 100 - 0 X 25 67.450 67 X 00 940 14 X 9 

601100 - 0 X 5 69 X 25 69 X 00 397 7.158 

70 X 00 - 0.125 70 X 00 70 X 00 88 2 X 60 

9 X 30 10*940 
M LEAN HOPS CME( 4 Q,OOOtog:CTrrt 3 Abe) 

Apr 70 X 75 + 0 X 75 7*850 70.100 4,122 11 X 50 

Jen 77 X 25 +OXS 5 78 X 00 77.100 2 X 69 12.113 

Jri 78-125 4045 78 X 50 75 X 50 375 2 X 85 

tea 72 . 125 - 0 X 25 72 X 25 72 X 00 481 2413 

Dct 66 . 175 - 0 X 25 86 X 00 66.050 68 1458 

Dec 64 X 50 + 0 X 25 64 X 50 64 X 00 4,122 11 X 50 

Total 7413 31461 

B PORK BELLES CME ( 4 q 000 by centaribri 

Mk 79225 + 0 X 25 76 X 50 75 X 00 73 139 

May 77 X 25 +12 77490 75 X 50 1 X 95 4,751 

Jri 76 X 50 + 1.15 77.000 75 JW 253 1 XSS 

tog 73 X 50 +046 74 X 50 73 X 00 13 535 

FM 71 X 00 + 0 X 5 72 X 00 71 X 00 14 35 

Trial 1 X 48 7 JB 19 

LONDON TRADED OPTIONS 

Soto prioe S tomw — CaBe — — Pota — 
■ alummum 


Pte*. day 

137.01 • 
136X2 


(99.7%) LME 

Apr 

■u 

Apr 

Jd 

1800 — 

57 

104 

9 

35 

1700 _ 

28 

75 

28 

55 


9 

52 

81 

81 

■ COPPER 





(Grade A) LME 

Apr 

Jd 

Apr 

Jri 

2200 

107 

102 

10 

97 

2300 

41 

32 

43 

154 

2400 

10 

33 

112 

226 

■ COFFEE UFFE 

May 

JuJ 

May 

JUI 

+*«» 

110 

171 

70 

146 

1700 - 

85 

148 

96 

173 

1750 _ _ 

85 

131 

125 

208 

■ COCOA UFFE 

May 

Jri 

May 

Jul 

975 

65 

88 

11 

23 

1000 

47 

72 

18 

32 

1025 

33 

SB 

23 

43 

■ BRENT CRUDE 





IPE 

May 

Jtfl 

May 

Jin 


2000. 

20sa. 


49 


LONDON SPOT MARKETS 

a CBUPE 09. FOB (par tawreQ +cr- 

IXtori 318.OOB.11w -OOS 

Brant Blend (dated) S1SX8-&05 -OX35 

Brent Bend (May) S19X7-9L69 -0.040 

W.T.L S21XO-1.Q2W 

a OIL pftoouers WNCpraapt r»ray Off (Bxw^ 


Prcmkan GesoJns 

5214-216 


Gas Ofl 

SI 72-174 

+1 

Heavy Fuel Ofl 

582-83 

+OX 

Naphtha 

*198-202 

+2 

Jet Aid 

5103-1K 

+1.5 

Oteeei 

S18Z-184 

+ox • 

■ natural gas (PencaVtarm) 


Sector (Apr) 

8.70*90 


PBBBhum Ap* Tat London Q7171) 399 8T32 

tree**) 

9.700 

-0.125 

■ OTHER 



Grid (par trey ozft 

55*335 

*3X0 

SCver (per tray oi)* 

823.00c 

-8X0 

Platinum (per troy oz.) 

*379 J» 

-175 

PalwSum (par troy oe.) 

S152J30 

-025 

Coppw 

118.0c 


Load (US prod) 

45XDC 


Tai (Kuaia Umpu) 

14XBr 


Tin (New York) 

282X0 


Cattle (Dvp wrightj 

96.62p 

. +02S* 

Sheep (five weight) 

isixep 

+2.16- 

Rgs (fiw wrigWjt 

MX8p 

+031* 

Lon- day sugar (raw) 

S272XQ 

+130 

Lon. day sugar (wta) 

saiijoo 

+4.00 

Bartay (Eng. feed) 

Unq 


Mata (US No3 Yeflow) 

El 09.00 


Wheat (US Oartt Ncnh) 

unq 


fibber (Apr)* 

78.75p 


Rubber (frtay^ 

79.rag 


Rubber (KLRSSNol) 

30&5x 

•OX 

Coconut OR (R*9§ 

74O0y 


Prim Ofl (Wteyj§ 

865X 

+12X 

Copra (PW0§ 

s«aaoy 


Soyabeans IJJS) 

2310 

*2.00 

Cotton OuttoridA' Met 

8090 


Wooltepa {64# Super) 

«9p 

+18 


IpirnMiiilMrimWM&ppnajiD.crarib 
T 1 fasww? 

Laodcn Rtjfcri. § OF fttoren 4 Britei MW dw, ■ 
(top « ••*. IBaead n heaa ta p*p acta. 


JOTTER PAD 




“ Long-term business success comes from 
earning our customers' respect” twwo humor. 

. * rounder of Kyoerra 

KYOCBIA. woi+d l— dor In huh-tfdl c w m i lg. - „ 

eg khocb®— 


? 

s; 


■tdll £ 


CROSSWORD 


No.9,327 Set by FE1TLER 



ACROSS 

1 See ego dip when treated 

like a pariah &3) 

4 Eccentric ate green produce 

W / 

9 Wait out on a high, want- 
ing cocaine ....(6) 

10 — and in one way left 
completely adrift (8) 

11 One's best friend te a disas- 
ter (® 

12 Bacall to mind part of the 
military arm (8) 

18, 15, 16, 25 Hand me a gee- 
gee cut up in a mixed state 
for homely grub &3&3} 

14 Swift -flying island, one 
placed in Long Acre (6) ■ 

17 Increase and extend by gen- 
eral mobilisation (7) 

21 Jazz singers take off rode' 
(0 

25 see 13 

26 Authority can sit oh recal- 
citrant (8) 

27~ One assembling machinery 
is dearly more able (6) 

28 So let it be experienced and 
pliant withal! (8) ' 

29 Relating to rock containing 
dispersed elements -of tin 
on teUurium (6) ' 

30 Ballerina's exerdse, foUow- 


DOWN 

1 Introdu ction for doctor in a 
leper settlement (8) 

2 25 25s reproduce old survey 

( 8 ). 

5 Some letters include s light 

. meal (8) . 

: 5 High value returns, fitting 
to the home counties (6) 

6 Story spun by journalist 
raised the spirits (© . 

7 Tar smears produce a ner- 
vous reaction (6) 

8 Last to finish before an old 
operation (6) - 

12 Redpe has one creatin' , a 
small dish (7} 

15 See iS- 

16.Seejff v~ . 

18 Loose lines Edward joined 


'v: 


up OS) 

19 Sit 


out during a trip, and 
hold oneself aloof..., .($) . 
20 .... like established rank 

'• 

22 Uvea by ground .sur- 




■I 

..to j 

S ’ 


rounded by water (6) 

28 Confine successively, it 1 


's 


said (8) 

24 fliers furiously set about 

such an attack (6) ' • 

25 Chickors are usually first 
to settle tn perches ' v. 


ing her forte (8) 

31 Now at this point we have . 

to stick (6). . . 

Solution to Saturday's prize pnzzle on Saturday Mari* 29. 
Solutkm to yesterday's prize puaale on Tuesday April L 


V. 
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^Ktoi. Pound plummets on election call 
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'MARKETS REPOR- 


By SimonKuper 

Sterling plunged almost 4 
pfennigs against the DAfark 
yesterday as preelection jtt 
ters prompted traders to 
take profits on the curren- 
cy’s long rally. ' 

The pound Ml sharply in 
the morning on reports that 
Mr John Major, the prime 
minister, was about to 

announce that the . general 

election would be held on 
May l. Be did so at noon. 

Almost everyone in the 
market had expected May 1 
to be the election date. Mir 
Kit Judges, currency analyst 
at NatWest. Markets in Lon- 
don, said it was the combi- 
nation _ of the news, a 
strengthening D-Mark, and 
the recent fall in expected 
UK interest rate levels that 
hit the pound, "the poor 
beleagured beastie**. it fell 
3.7 pfeimigs to DM2.683 
against the : D-Mark, and 
dropped 1.4 cents against the 


dollar to $1,587. 

The pound has now lost 
almost 9 pfennigs against 
the German currency in the 
last ten days. It is still 14 per 
ce n t stronger against a trade 
weighted basket of curren- 
cies than it was in August 

Election nerves also hit 
the short sterling futures 
market Every contract from 
March 1998 through June 
1999 dropped 9 points, as the 
markets priced in increased 
uncertainty until the vote 
and the risk of structurally 
higher interest rates under a 
Labour government. 

The D-Mark rose across 
the board, helped by con- 
tinuing fears that European 
monetary union will be 
delayed and by optimism 
over the German economy. 
The market expects this 


*■■17 -te**- 

SEW - 1.5800 

lojfll 1.5882 

3mth 1-5876 

1>r • 1-5009 


-Pm. dam- 
1JG015 
1.6006 
13880 
13032 


week's Ifo survey of business 
confidence in western Ger- 
many and M3 money supply 
figures to emerge strong. 

The D-Mark rose more 
than half a yen against the 
Japanese currency, and 
gained 0J3 pfennigs against 
the dollar to DML691. 

The Swedish krona, which 
plunged last Week, weakened 
slightly further as Mr Erik 
Asbrink, the finance minis- 
ter, repeated that he was 
“not especially worried** 
about the currency's fUL 
The krona dropped from 
SKr4.566 to a new 12-month 
low of SKr4£77 against the 
D-Mark yesterday. But Mr 
Ashrink also said that Swe- 
den’s economic fundamen- 
tals were strong and would 
“come through" in the cur- 
rency market 

B The lira had a bad day. It 
dropped L5.7 against the 
D-Mark to LI ,002, hit partly 
by uncertainty ahead of the 
country's mini-budget expec- 
ted later this month. Italian 


election rutwip - 

Slerftng Jrade-wWghted tndaxr 

-■>; Jmk - 
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bonds were also down. 

Italy's government wants 
to use the mini- budget to 
push through spending cuts 
to raise Italy’s chances of 
qualifying for Emu. How- 
ever, the country’s Commu- 
nists oppose many of the 
cuts. The Wank of Italy inter- 
vened aga in in the market 
yesterday to support the lira, 
while the Bank of Spain 
intervened to buy pesetas. 


■ Was the market being 
rational in selling the pound 
yesterday? After all, Mr 
Major named the expected 
date. 

However, the market only 
discovered this weekend that 
he would make his 
announcement so early. The 
campaign win now last six 
weeks, the longest period for 
80 years. That gives both 
major parlies great scope to 
paint each other black and 
make election- winning prom- 
ises that might upset the 
markets, said Mr Gerard 
Lyons, chief economist at 
DKB international in Lon- 
don. The long campaign also 
gives the Conservatives time 
to make up some of the lost 
ground against Labour. The 
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market currently expects 
Labour to win. Any uncer- 
tainty over the result would 
hit the pound. 

Election campaigns are 
almost always bad times for 
the pound. Most foreign 
exchange strategists expect 
the currency to slip slightly 
further before the vote. 
Technical analysts said the 
pound's fall broke key tren- 
dlines yesterday. Mr Mirfiapl 
Petley, torhniral analyst at 
the ECU Group hi London, 
said that the next test for 
the pound against the 
D-Mark was at DM2.6350. If it 
broke that level, it could 

“quickly” drop to DM2.60. 

However, many strategists 
think the pound will stabi- 
lise or even rebound for a 
while after the election. The 
new government is expected 
to raise interest rates virtu- 
ally immediately, and UK 
rates are already higher 
than those in any other 
major economy. Pew strate- 
gists think Labour policies 
would shake the pound. 
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Open 

Sett price Change 

High 

Law 

Est vol 

Open bit. 

Jun 

9040 

99.40 

•0.02 

9940 

99.40 

400 

n& 

Sep 


99X1 

-0.01 



0 

n& 

Dee 


99.19 

-0.02 



0 

m 

■ THREE MONTH ECU FUTURES (UFFE) Eculm points of 100% 



Open 

Sari price Change 

High 

Low 

EsL vol Open int 

Mar 

95-76 

95.75 

- 

95.76 

95.74 

124 

7238 

Jun 

95.74 

9558 

-0X6 

95.74 

85.68 

2166 

9407 

Sep 

95.70 

8553 

-0X7 

95.70 

9553 

526 

5065 

Dec 

95.64 

9553 

-ait 

85.64 

0554 

339 

4585 


‘ LFFE Mue* Mao Traded on APT 

■ EUROURA OPTWRS (UFFE) LlOQOm points oi 100% 


Sinks 

Pries 

Msr 

- CALLS - 
Jun 

Sep 

Mar 

- PUTS - 
Jun 

Sep 

9250 

OX* 

047 

0.75 

0 

0.15 

022 

9275 

0 

0X1 

058 

021 

024 

0.30 

9300 

0 

0.18 

0.43 

046 

0X7 

0.40 


Em. vai. toni. CM# 22181 Piss 3347. Pravtous day's open ML. Cafes 19653a Pub 96667 




Mar 17 Bft DKr Fft 

Beltfum 

(Bft) 100 

1851 

16X5 

Deraontfc 

(DKr) 54.03 

10 

8X37 

ftanoa 

(FFf) 61.14 

11X2 

10 

Oeranany 

(DM) 20.62 

3X17 

3X73 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


(BFr) 100 1851 16X5 4X49 1X42 

(DKr) 54.03 10 SX37 2820 0.885 

(FFf) 61.14 11X2 10 2985 1.128 

(DBA) 20.62 3X17 3X73 1 0X80 

(&} 54X0 1U05 8X80 2633 1 

(U 2058 0X81 0X37 0.100 0X38 

(R) IB. 33 3X82 2X97 0X88 0X38 

(NKr) 50X0 2420 8J325 24B8 0X37 

(Ea) 20.49 3.793 3X51 0X84 0X77 

(Pa) 24X8 *493 2971 1.177 0.447 

(SKr) 45X6 8X39 7X89 2185 0X30 

(SFr) 23X0 4.423 2908 1.158 0440 

03 55X3 10X4 9.049 2683 1X19 

(C$) 25.44 4.708 4.160 1X34 0468 

A 34-88 2452 5.702 1.881 0X42 

(Y) 2219 6X17 4.810 1X87 0519 

39X5 7X84 8X34 1X37 0.738 

French Franc. Norwe gi an tenir, and Surnsm Khmor par 


Ecu 

Omumnar, 


4858 5456 

2625 2X48 

2970 2336 

1002 1.125 

2838 2X63 

100. 2112 

8924 1 

2473 2.777 

985X 1.118 
1179 1X25 

2189 2.458 
1161 1X04 

2688 2019 

1236 1.388 

1694 1X02 

1369 1538 

1841 2.180 

ta Begum Franc. 


MKr E» PM 

19X5 488X 411.9 
1262 2627 222.6 
12X1 2984 251 X 

4X51 1026 84X4 

1267 265X 223.7 

2404 1204 2478 

3X01 89.43 7549 

10 2484 2027 

4.026 102 8441 

4.770 1185 102 

8X52 2129 1BSX 

4X95 116.6 8844 

T0X7 2720 227X 
4X08 124.1 104X 

6X49 1721 143X 

5537 1375 1121 

7X48 194.9 164X 

Van, escudo, U> and Psa 


UK FUTURE! gMM) DM 125X00 par DM 

Open Latest Change Wgh Low 

25919 25983 +0X029 05933 25919 

05935 05868 +0.0028 05968 0X926 

26001 26001 +0,0025 0X001 0X001 

I FRANC FUTURES (1MM) Sft 125X00 per SFr 

26877 0X882 +0X015 26893 26884 

0X827 0X844 +0X014 0X957 28910 

27012 +0X014 27018 


UK INTEREST RATES 


■ JARUBEYM FUTURES (I MM) Yan 125 per Yan 100 


Est voi Open bit 
8,175 48.485 

31448 85,083 

173 2 428 


3566 17X53 

19531 38X71 

45 1X28 


LONDON MONEY RATES 

Mar 17 Ow- 7 daya Ona Thraa Six One 

r^gftf notice month monttw rraanto year 

fasebar* Storing 6^ Sft 6 - 5ft CJb - 5tt 8A - U 8A -.M Mi - Sft 

Staring Ctla. - - SA-SjJBft-eifia-Bieft-eft 

Treasury Bias • - 5ft-5ft6-3J| - 

Bank BBa - - SS - 5ft 5jl - 53 Sft - 6ft - ^ 

Local auUtcri^depa. S«.5tt5a-5H6/«-SH8i-BA6ji-6i,tiJ-6B 
OiBDDUtf Matte dtps 5ft > 5ft Sft - 5ft - • ' 


BASE LENDING RATES 


0. Company 6X0 
' att *dbbh Bm*(QB) 8X0 
•HenyAnebfeiaw 200 
Brtrt&Bnda 100 
SwfaBfcrc VtoayaSXO 
Bankof Cyprus 8X0 
8** o( Inland 8X0. 

.’ 6X0 
BwkdSrtetaBd 6X0 
8 «SR«Br* r 8X0 
MEfllMa'eM 100 
•a»«SHfay*COlN 8X0 
C«ta*ftA 8.00 

°)rtM«iq*'Barti ' 8X0 
TTfaCoflpeajhraBMWJB 
Coub&Co . 8X0 

CyptePopotw flank 


OuncanLAMde 8X0 
Exeter Bank Lfatkad 7X0 
Financial 8 Got Bark 7X0 
RFtobaa Rernfatg ft C 08 .OO 
•QukmenXMion 8.00 
Habfa Bank AG Ztefah 6X0 
‘ vHwMwcBank 6X0 
HMttAtoAGanhvSkJBXO 
WHESWitai • 8X 
CHemfiCO 8X0 

Hongiang 8 Shanghai 6X0 

jny*ateBfei*fUK)U*XO 

JUSan Hodge Bar* BX9 
•LaflpofelJNMtiSSDMBXO 
UoydsBar* 800 

MMendBank 8X0 
. NeWusindnuir 6.00 
. Mae Buttes 6X0 


ft^SkafSttefend 6X0 
MStagerA Fitedtandsr 6X0 
•SnOi&vamn Sacs 6X0 
Sctesh Widows Bank 6X0 
T5B MO 

Unkad Bsrkof KemdLGXO 
Unfty Trues Bar* Ffa 6X0 
WaMflmTWBt 6.00 
WNWaarayLakla* 6X0 
YodahtoBonk 6X0 

• Member* ol London 
jraraetment Bonking 
AMOiRlon 

* totsinHrinfefl 




Open 

tent 

Change 

High 

Mot 

0X080 

0X088 

-0.0008 

0X104 

Jun 

0.8201 

0X202 

-0X009 

0X218 

Sap 

- 

0X322 

- 

- 

■ STERUm FUTURES 0MM) CB2500 per £ 

Mar 

15870 

15818 

-0.0094 

15970 

Jun 

15894 

15892 

-0.0096 

15998 

Sep 

15930 

15880 

-0X084 

15830 


EMS EUROPEAN CURRENCY UNIT RATES 


Portugal 

Finland 

Spain 

Garmaev 

Belgium 


UK dealing bank beat tandfatg rata 6 per cant fawn October 32 1996 

Up to 1 1-3 3-8 M 9-12 

month month mormts montha months 

Carter* Tax dep. £102000) 2ft 5ft 5 6 4ft 

Camjirra HOT, linder ft 00,000 i» g^Oapoatt. wfatePOT tor caM. 1 
te. Mndw rated deoeuni on M» 14. SJ«apt 6COD iboad rraa Stfa. &port F faa nofc Mata 
up r% Fab 28 , 1097, Asted tea tar parted ter 28, 1»7 tp Apr 21, 1 \fWj8otemtlMta*. 
fWaranc rMe tar pvttd Fab 1, 1007 to Feb3H. 1097. Schamae IV4 V 828epc. Ffaanea 
Harae Brae tea S^zpc ten Mm 1. 1097 

. * three Mowrm Enpnjawtt futubks (UFFE) c sooxop points at iocw 

Opart Sen price Change High Low EsL vol Open fat 
Mar 53,75 93.74 -0.01 93.75 93.73 7775 6^1 

Jifa 8268 8351 -208 8358 9350 28217 135561 

Sap 83^8 Mao -208 93X8 93-28 27356 88129 

Dec '■ 8520 93.10' -0.09 9320 93X9 25843 70588 

Mtr 93^05 8250 -0X9 93.05 92-95 8106 4648 S 

Abo traded on APT. M Open facaraM tto*. ■» far RteOUS <tay. 

R tWOWr ETTOjeQOrTIOliS (U^ B02000 poim 0< 100* 

Strike 1 CALLfi - — ■ — •• PUTS — 

PriM . Mar Jun Sep MW Jon Sep 
*380 . 024 213 212 0 0.12 0X3 

«37S g.01 OX* 0X5 202 228 051 

MOO - o .201 202 0 X 6 050 273 

E*L «. fatal. Cab 6101 Put* 7882 PwHoua day 1 * aoan Inu CeP* 228894 Praa 183«* 


Ecu can. 

Rate 

Change 

%+Mrom 

% spread 

DSv. 

rates 

against Ecu 

on day 

cert rate 

v umakest 

bid. 

0.798709 

0.741519 

+0.006186 

-7.16 

1025 

46 

187X98 

185X93 

-0213 

-0.76 

3.14 

5 

5X5424 

5X4055 

+0.01524 

-023 

2 X 0 

2 

2.16970 

2.18880 

-0.00495 

n «e> 

142 

-7 

163X26 

165X63 

-0295 

0X4 

140 

-7 

1.02573 

1X4B01 

-0X0476 

1X5 

129 

-10 

39.7191 

40.1468 

-0X932 

1X8 

127 

-8 

135485 

13X056 

-0X336 

1X9 

128 

-8 

7X4555 

743511 

-0X1031 

122 

1.12 

-8 

6.45063 

656745 

-0X1 B5B 

1.68 

aee 

-14 

1906.48 

1051.40 

+6X2 

2 X 6 

0X0 

-17 


295268 

307516 

+0X98 

4.08 

-1X6 

— 

0.793103 

0.724432 

+0.008413 

-6.60 

12X6 

- 


Ecu cwdte raw sm by thi Empewi Comnferaon. Curandaa n fa daecandig tenbe aaengA. 
ParaMMoe chtpaa aw far EcUi a potehe Wm runcaaa a wte anengrPtega nra dw * te "do 
baumiwo qnadc the pocant^a bamran the ectuM martM «M Bar centra iMra tar a 

cunancy, Mid tea rnedmurn panMtad pma n raipi (MoGcn ot tea cuimqrs matte oto tram Be Ecu 
arm hde. 17«Bfc SWftg arapeadte from 5WL Mfrawt edabMtd by the Ftantei 71 dm. 

■ PHEADBUPWA SE C/3 ORTIOMB E31550 (cents per pound) 

Strike CALLS ———PUTS 

Plica Mar Apr May Mar Apr May 

1590 1X3 250 3X3 0X1 287 1X3 

IjBOO 0X9 152 251 202 141 238 

1JB10 - 1.11 2X8 265 1X3 2JS8 

Pnwfaua OTyta «oL Cato *30 Puto 728 . Pra*. dwta opMt fat, Cele 32426 Pte 40X03 

■ PHILADELPHIA BE P-feUUBKflB MHOWS DM62500 (S par D>^) 

Strike CALLS — — *** PUTS 

Plica Mar Apr May Mar Apr May 

0585 - ■ 1X5 - ■ 056 

Ol50O 0X6 288 1X5 0X1 252 277 

0X96 - 248 280 241 278 1.02 

785 Puta 1fa2flq Praa. d»*5 open iite. Cato aBX58Fufa 40083 


: MOIfTH EUROPCLLAR OMM) Sim PO&HB Cit 10PW 


Open 

tees 

Change 

High 

Law 

EsL vei Open fat 

94.42 

94.40 

-0.02 

9442 

94.40 

60X45 

308.128 

94.16 

94.15 

-ace 

94.17 

94.14 

139482 

453X51 

93X4 

93X1 

-aas 

93X4 

93X0 

143X54 

347/192 


M ib tfcimot WMi FUTURES (1MM) Sim per 100% 

Ma- 9454 9454 -0X2 9455 9454 TIB 2587 

Jun 94.71 94.71 -0X2 94.71 94.71 490 4594 

Sap 9449 9459 -0X1 9459 94.47 178 2511 

Al Open htemM flga. era lor prarfaua tbty 

m E1WO0IAWK ORnoWS flJFFg DMIm pOiTIB Of 100% 

Strike — CALLS — — 

Price tor Apr May Jun Mar Apr May Jin 

S660 223 218 0.19 220 0 201 0X2 203 

gra n n 0X2 203 0X2 206 210 211 

9700 0 0 0 0X1 227 233 233 054 

at voi MCA c*4* 1M*4 Pte J0«a PrariMB dejAi qoon fat. c«fe» Pte St™ 57 
■ EMROEEIg8mAI0COinriOto(DFFa^1mpoiia8oflOO% 

Strike CALLS - — — — PUTS 

Mce M» Jun Sep Mat Jim Sep 

8629 0 0X8 214 212 0.19 228 

8B5Q 0 202 0X5 237 237 054 

MW,C«liOPtea BtaHoue rfayli open W- Cab SBDO Pte 40*6 


CALLS - 
Jun 

Sep 

Mar 

- PUTS - 
Jun 

Sep 

0X8 

044 

0.12 

0.1 B 

028 

ace 

0X5 

037 

037 

044 


Optksl fitte taWc-tjansTmts up to 24 tarsadfatB per seoood. 


Just what investors need. 

A stock exchange with real fibre. 


Fibre. You need two kinds 
in today's financial markets. 
The mental Idnd, to keep 
a cool head for decisions. 
And optical fibre cable. 

Ifs through this Gnk that 
you feel the advantages of 
the new Swiss Exchange, 
the world's first fully 
integrated electronic 
marketplace. 

The trading floor has gone. 
Instead, optical fibre cable 
brings the Swiss market 
rfired to the trader's screen, 
for unprecedented speed 


and predsion.The market is 
now even more transparent 
efficient and secure than 
ever before. 

Dynamic economy, dynamic 
exchange. link up and 
profit from our fibre. 

fatonet h<Jp//Ytww.botinr.d) 


SWX. YOUR UNK TO THE SWISS ECONOMY. 


swH 

SOWBZER BOfCSE SWISS EXCHANGE 
BOURSE SUISSE BOKSA SVIZZERA 
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Shares on the back foot as election looms 


gTSE Wflhiinlwfex 


Ttaxrtahwaatoliwt 


MARKETS REPORT 


By Steve Thompson, 

UK Stock Market Editor 


Confirmation that the country 
will go to the polls on May 1 
came as no real surprise to the 
City, hut stm managed to cause 
ripples of uncertainty across UK 
equities. 

The election news by Itself 
caused no sizeable problems for 
share prices, but the element of 
political uncertainty brought con- 
siderable pressure to bear on the 
currency, which in turn began to 
cause problems for gflts. 

Sterling fell by 3.7 pfennigs 
against the D-Mark and by more 


than a cent against the dollar 
yesterday, with the trade- wigh ted. 
index down by around 1 per cent 

Dealers said the gilt market's 
solid showing on the back on a 
strong UK currency since last 
autumn was being undermined 
by political concerns. Gilts were 
down around a full point over the 
Session, burdened, later in the 
day. by a tired opening by US 
Treasury bonds. 

Marketmakers said a weak 
start by US shares pulled the rug 
from under the UK market The 
Dow Jones Industrial Average 
was down by 70 points an hour 
after London dosed, depressed by 
comments by Mir Robert Parry, 
president of the Federal Reserve 


Bank of San Francisco, who 
warned of the risk of acc ele r a t ing 
Inflation in the US. 

Wall Street sentiment contin- 
ues to be plagued by concerns 
about the course of US Interest 
rates. Many observers expect the 
Federal Reserve to nudge interest 
rates higher in the near future, 
possibly as soon as the next 
mPAt in g of the Fed's Open Mar- 
ket Committee, scheduled' for 
March S. 

At the dose of a di fficult trad* 
ing session, the FTSE 100 was left 
nnreiwg a 5L0 decline at .4*3713, 
although that fall was exagger- 
ated by no less than 12 FTSE 100 
constituents being quoted ex-divi- 
dend, accounting for 22 prints* 


The market’s second-liners and 
smeiller capitalised stocks 
resisted the weakness affecting 
the leaders for much of the day, 
but the former ultimately suc- 
cu mbed to the overall trend, with 
the FTSE 250 index settling l&S 
down at 4^82.0. - 

The FTSE SmallCap gave 
an<ith<y display of its resilience. 
It resisted the pressures from the 
wider market until 10 minutes 
before the close when it slipped 
into the, red. But then it stabi- 
lised and finished the day 
unchanged at 22652. 

The head of sales trading at 
one big London securities house 
said London’s political worries 
were being worsened by Wall 


Street ■The problem for the nuu> 
ketis that a long, bitterly fought 
campaig n wlH see the Conserva- 
tives rally and maybe get back to 
leave Labour with only a narrow 
majority or, worst of all, a hung 
parliament’' 

Other potential problems for 
London were bring hi g hl ight ed. 
The FTSE 100 and 250 index and 
options expiry, traditionally a 
frantic time for the market, takes 
place on Friday. 

"If it coincides with a bout of 
prolonged weakness, then the 
market might be in for a very 
rough time.’' said one market- 
maker. 

Turnover at the 6pm count was 
7233m shares. 



wri'fiMMMuarwa^ 


1- * - ■ •' '.-4i 




tocflcM and ratios 


FISE 100 43733 

FTSE 250 . 46923 

FTSE 350 21633 

FTSE AS-Shm ,2135.02 
FISE AB-Sbara yield &56 


FT 30 . 2007.0 *332 

FTSE Non-Rns p/a 1832 1&Q7' 

FTSEIOOFut MW 43620 -21,0 ■ 

10 yr Gtt ytoU . . ; ' . 7.48 ■ 737 
Lonfl flflViquSyyW wtlo 2.09 • 3.10 


BNtpW fa M h gMCtMl 

V BuBtSrvg & Const 

2 08: Intasysted — ~ 

3 Paper Pckg APrtrt . — . — 

4 Support Sendees — 

5 Health Cara 


Worst parfarenfenp • 

1 Tobacco 

2 ^Extractive lnds~_~__ 

3:.R«taItare: Food 

4 .PhamMsauttoab — 

& insurance 


i.1 

^Ll. 
--20. 

— -2 JB 


IIS fine 
fear for 
GenAcc 


By Peter John 

and Lisa Wood 


Early gains for General 
Accident slipped away as it 
emerged that the insurer 
faces the possible loss of one 
its lucrative US franchises. 

New Jersey's Banking and 
Insurance commissioner has 
notified GenAcc and its sub- 
sidiary Camden Fire Insur- 
ance that she plans to fine 
the firms for car insurance 
violations and has said the 
fine could be as high as Sim. 

The order also warns that 
the commissioner may sus- 
pend the firms' “certificate 
of authority to transact any 
insurance business in the 
state”. 

Mr David Hudson, insur- 
ance analyst with Credit 
Lyonnais Laing, said New 
Jersey represented around 10 
per cent of US business and 
some 3 per cent of total 
group business. 

However, it was also felt 
that there was an element of 
sabre rattling in the New 
Jersey order ahead of state 
elections. GenAcc, which has 
until March 26 to make its 
case, said: “We are waiting 
for the due process of law 
and consultation to take 
place in new Jersey.” 

The shares, which also 
faced pressure from broad 
market weakness in the UK 
and US, were up 2 in early 
dealing, but ended the day 8 
lower at 839%p. 


Abbey National fell 21% to 
762’Ap as uncertainty about 
its interest In Scottish Ami- 
cable crept into the market 

The high-street bank had 
been tipped to secure the 
mutually owned insurance 
group after last Friday’s bid 
deadline. And, while it has 
revealed it was in the run- 
ning. along with Prudential 
and Australian Mutual Prov- 
ident, the final proposals 
have not been made public. 
Investors must wait until 
the end of the month before 
Scottish makes a decision. 
Pru shares fell 6 to 590p. 

Argos initially fell after 
announcing at its full-year 
results, in line with expecta- 
tions, that it would be diffi- 
cult to improve on last 
year's first half. However, 
the mail order group 
rebounded, closing a net 9% 
up at 648% after the group 
said that this was not a prof- 
its warning or indicative of 
the likely outcome for the 
full year. The market was 
reminded that last year's 
first hall was exceptionally 
strong. 

Alexon hardened 15 to 
203%p after what one analyst 
described as a fantastic set 
of results which took the 
market by surprise. 

The analyst said that the 
women's clothing retailer 
was a recovery story with 
new buying teams doing a 
good job and taking market 
share from the competition. 
Most analysts upgraded 
their forecasts. 

Dixons eased 11% to 498p 
with the market still con- 
cerned about revenue 
growth in the electrical busi- 
ness. Kingfisher weakened 
13% to 684p ahead of its 


ATLANTAS SICAV 
30, BaakvaniEn maaad^ Sered i^ L-2535 Luxembourg 


AVIS AUX ACTIONNAIRES 


Mcssieui* les acwxiruircs sent canvoqno p«r le prtsenr an* a 


UASSEMHC&E G£n£HAUE OBONMRE DBS ACHOWWBES 
tjni ie Benda au aigp lodal i Luxembourg Ie 27 man 1997 * 
14 h 30, am Pondrr du jour suremt : 

ORDRB0UJOUR 
1. Compte Rendu d'Actreirt; 

X Rappon da Rrviseur d’Entrepnies: 

3. Adoption da compres de rexcrcite ie sermisxnt le 31 Dcoanbre 
1996; 

4. A/fceoooa do lestd&t dc rsetdee; 

5. Dccbatge aux Admmistnmurs et an Rerisenr d’Eutnptues pour 
l*csera«r ie (enautmr k 31 dbcembre 1996; 

6- Nommanoa de* oiganc* sodamc 

- Nouuandoo dea Admtotenstnua; 

- Nomination du Rcviscur tTEmrcpmes 
7. Dwers. 


Lei jcoomaira soar mibemci qu’xuam quorum n'esr requit pour < 
usemb^e et que les decaiona toot poca 3 U roajoritc amide do act 


assemble et que ka decaiona soot pan 3 U roajoritc ample do actions 
p re a e n ta on r cpafacg cces. 

Cbaque action a ua droit dc «twt 

Tout ■cooaoanc peut Tom pat nmu fa n a it c. A cette fin, dn proonanems 
soar dupooibles au siege social et semnt e uvu fies aox aaxnotire* jot 
demand*. 

A tin d’etre valabin, les procutaooni dument fag ne cs pot ka attioontires 
devrant toe mt oy wa au litoe social a£o d'toe re pics le tout pttoedam 
Tassanblcc a 17 bams ao plus cart. 

Ln peoprietaim d’aetiaa aa potteur. dtorenc pazddper a cette 
isscTubkc, devout d£poaer kun aa'an anq. jour* auecabks xvaot 
I'anendStt au sege *ocol de fa wefat 

Les acpoonsira) destmet d'obteoir k Rappon Annuel Atafiw peurets 
s'adtcaicr au siege social de la aooiti 

Pfaur la sockte, 

BANQUE DEOBSTION EDMOND DE ROTHSCHILD 
LUXEMBOURG 


- Soctere Auonyme - 
2tlbaknri£iBfiumdSerna 
L-2535 LUXEMBOURG 


Notice ofa Revision in the Optimal Exchange Prict 

DAIWA INTERNATIONAL FINANCE 
(CAYMAN) LIMITED 


(the “Company" - ! 

¥50,000,000,000 

Step-down Exchangeable Sobordinated 


Gnaranteed Bonds 
(the “Bonds") 


Exchangeable for .stairs of common .utxl of 
and guaramced on a sutwii ruled basis by 


The Daiwa Bank, Limited 

UK VISION IN OPTIONAL EXCHANGE PRICE 


Notice is hereby given that pursuant to Condition -WA) (iii) of 
the terms and conditions of the Bonds and Clause 6(E) of the 
Trust Deed dated 30th March. 1994. the Optional Exchange 
Price will be revised as set out below:- 


1 . Optional Exchange Price before revision; Yen 744.00 

2. Optional Exchange Price after revision: Yen 549,00 

3. Effective Date of the revision: 31st March. 1997 


ISihMarch. 1997 


DAIWA INTERNATIONAL FINANCE 
l CAYMAN) LIMITED 


The Chase Manhattan Corporation 

UA $400,000,000 

Fl oating Rate Subordinated Notes due 2009 

For the three months 1 7th March, 1997 ra Udijime, 1997 die 
Nates will cany an interest rate of 5.6675% per annum 
with a coupon amount of U-S. $14535 perU-S. $10,000 Note, 
payable on 1 7th June. 1997. 





results and there was prafit- 
t&ktng In Next which fen 
18% to567%p. 

House Of Fraser hardened 
1% to 162%p, probably doe to 
a recent series of presenta- 
tions to institutions at its 
refurbished Leeds stare. 

The housebuilding sector 
was given a boost on results 
from Wilson Bowden and 
Tay Homes. 

Wilson Bowden hardened 
20 to 542%p after interim 
results which were higher 
than expected. Tay Homes, 
which said that the market 
continued to be strong, rose 
11 to 153%p. 

Builders which benefited 
from the results included 
Wilson (Connolly), which 
rose 6% to I60p ahead of fig- 
ures expected this morning, 
Beazer Group, which hard- 
ened 4% to 190%p and Bry- 
ant Group which rose 2 to 
ISSp. 

A number of building 


material groups also hard- 
ened Including BMC Group, 
which would benefit from 
the strengthening D-Mark, it 
rose 13% to 995%p. 

Lonrho shares were off 12 
per cent at one stage after 
the conglomerate issued a 
profit warning. The shares 
ended 12% lower at M5p as 
the axnglamerale said p ro fi t s 
would be bit by the strength 
of sterling, poor precious 
metal prices, lower profits at 
Ashanti and moderate 
results in its African busi- 
nesses. 

The big oil companies 
responded to a stronger dol- 
lar and wmw benign views 
on the outlook for underly- 
ing crude prices. Shell 
Transport and BP both 
ignored the weak overall 
market trend with the latter 
receiving help from First 
Albany, a New York securi- 
ties house. Dealers said 
it raised BP to a "buy" 


FT 30 BDEX 

Mar 17 Mar 14 Mar 13 Mar 12 Mg 11 VT ago Ion 

FT 90 288713 28302 2907.3 292? S 2827 jQ 2743S 2831.4 26608 

Ord. OSv. yield 3J0 IBS 188 335 184 198 U2 3.78 

RE ratio not 17.83 18417 17JJ3 1804 18.09 16A9 1BJ08 1 Sl80 

P^T^orU 17S1 17S5 17.71 17A2 17S7 1&17 17S7 15.71 

FT 30 area mtoMa t M0 29314 1O0M7; to» 404 2M6H0. Bag Dm* 1/7/35. 


FT 30 tioarfy changa a 

Opan 8J0 10JQ 11 JO 12J0 1800 K00 15J0 1800 Uuf 

291 6S 29088 2901 J 290Sfi 29034 290103 28888 2887J 28BS.1 29188 28B&7 


Mar17 Ma- 14 Mar 13 Ito 12 Me- 11 Yr ago 

SEAQ haw** 57.730 54877 53^71 54.138 58,920 37,132 

Equity turnover (En^t - NA 2582.8 3014S 2512a 1303a 

Equity tMVSabst - NA 51^67 54^06 51^58 42.070 

Shaas traded Mt - NA 867.1 865a 8S0S 4788 

texefadno fca a^wfct au oia » — tunwa- bu txarfnfl crere t>»np»a-. 


Mar 17 Mar 14 Mre 13 Mm 12 Mar 11 Ye aQo -H&\ lent 
PISE AM 1127.8 1127S 11818 H3S5 11354 974S 11404 986.7 
O FTSE Manofcnai Urtod 1897. Ml rtgft* reaavat “for 199&V7. 


■ London martft data . 

nMMd Ur 52 Waok WgAa and fowal UFFG Equity options 

Total Ffeas 618 Total 117 Total contracts 35311 

Tc dsl Rais 561 Total Lows 42 Cato 17.667 

Same 1.241 Puls 17344 


Mar T7 Data based on Equity toeres tatad on the London Share Swvka. 


The Royal Bank 
of Scotland Group pic 


US $400,000,000 

UNDATED FLOATING RATE 
PRIMARY CAPITAL NOTES 
In accordance with the Terms and Conditions of the 
Notes, notice is hereby given that for the Interest 
Period from 18ch March 1997 to 18th September 
1997, the Notes will bear a Rate of Interest of 
10.16353 per cent per annum. 


AGENT BANK; 

Charterhouse Bank limited 

a Rjgulatd by The Sman a rt Fmsia Ambocgy 


A 


CHARTERHOUSE 


COMMERCIAL UNION PRIVILEGE PORTFOLIO SICAV 


Bak t nd Office: 
Cafcrfe Kona. 4th dear. 

36 Place deta Care 
L-16I6 LUXEMBOURG 


R.C. Luxaraboarg B32640 


NOTICE TO THE YEN RESERVE FUND SHAREHOLDERS 


Siooc the net as*« value of tbo YEN RESERVE FUND baa been leas than 
CJXJOJMO for a period of more duo 90 days oow. and o accordance with 
toe carrexa pi ospe cm* and ankle 21 of toe Articles of Incw po aa rion, the 
Board of Dbecm of COMMERCIAL UNION PRIVILEGE POKTPCHJO 
SICAV has resolved to liquidate this Fund with effect from Jflih April 
1997. 


Shares can be switched into any other compartment of toe umbrella at no 
charge or ahnnarivdy can be redeemed if msanaions ate received prior to 
the liquidation date. If no inamaioa are received by 18th April 1997 then 
an holdings will be redee m ed at the liquidation price calculated on that 
date. 


Beater shareholders shook! pre se nt their abates to the registered office of 
toe company oral the Inflowing banka: 

In Lumnbomg: CHASE MANHATTAN BANK. Ltwonhourg S-A. 

5, toePfaen* 

L-2338 LUXEMBOURG 


Bank I. VAN BREDA 
PJandn an McretaaJci, 295 
B-2 140 ANTWERPEN 


TOE BOARD OT DIRECTORS 


ARTAL GROUP S.A. 

39. Boolevanf RoyaL L-2449 f ji wutioutg 


R.C Lmcmboug B 44470 


An EuraanMnaiy General Meeting of StarebolOrs of ARIAL GROUPS A, 
will be hetd at toe offices <rf toe urnuumy . on 


Ibnrsday Aprfl 3rd- 1997 ai KhSOhes, 
m older to (fiscass the Mowing maflm: 

AGENDA 


Amcmtarnt of ankk 19 of the modes of i ncoipo mrio n of wbicb the fust 
sentence will read: 

-The Affinal Genonl Meeting is to be held at thcidficcxaribe company, oral lay 
other ptaoe in the maroapaisy mcndooed oo toeceoimadon. as toe Saturday 
ftllkg atoer between April 2* and 26 or boweoi May 4 and 7. at 1400 las." 


The Board of Director* 


from "underperform". 

Tbs securities house said 
the enckrf-wmter drop in oil 
prices appeared to be over 
and colder temperatures 
were eating up stocks- BP 
lifted 6% to 703p and Shell 3 
to £1(1 63 . 

Monument OH & Ga s 
gained 1% to 84p with HSBC 
James Capel said to have 
turned buyer of the stock fol- 
lowing well-received figures. 

Cable & Wireless 
improved 5% to 5ll%p after 
a weekend press report said 
Deutsche Telekom was nego- 
tiating to buy a stake in the 
company. The report said ' 
the German telecommunica- 
tions group wanted to buy 
the 14 per cent stake bald by 
Bell Cablemedia. It said 
Goldman Sachs was advising 
Deutsche Telekom on a pos- 
sible £750m deal. There was 
also some heavy optians-re- 
lated business in the stock. 

Media group Pearson fell 
17% to 756%p after posting 
an 8 per cent rise in operat- 
ing profit to £28lm. The fig- 
ures were in line with expec- 
tations, but there was some 
disappointment that a more 
radical restr u ct u ring of the 
group was not annaanced- 
A number of food retaflas 
were among the worst par- 
formers, including Safeway 
which fen 13% to 343‘Ap and 
Tesco which eased 9 to 337p. 
One analyst said there was a 
fair bit of stock around with 
little buying interest 
Manganese Bronte Hold- 
ings climbed 28% to 483%p 
after in te r i m results in line 
with expectations 
Specialty chemicals and 
minerals group English 
China Clays failed to excite 
with its figures. The group 
said it expected to return to 
p r of i ta bility in the first half 
of 1997, but the shares ended 
the day 8 lower at 207%p. 

Yorkshire Group jumped 
' 22% to 211%p after the chem- 
icals group announced a 
restructuring with its fig- 


ures. Astec (BSE) improved 
6 to 148p in the wake of 
encouraging figures. 

Airtours hardened 11 to 
£UL09%p an the news that it 
and Carnival Corporation, 
its partner, are to acquire 
Costa Crodere, the world’s 
fifth largest cruise operator, 
for £168 ul 

Commercial Union was a 
strong performer in early 
dealing prompting . more 
tired takeover talk. It 
appeared, however, that one 
trader bad received an order 
for 250,000 shares at around 
7l9p and, having completed 
it, found it difficult to 
recover the stock. The 
-shares were up 12%, but, by 
the afternoon, the abort posi- 
tion was filled and CU (dosed 
2 off at 706%p. . 


FUTURES AND OPTIONS 


■ FT8giWtoDExruruibEs(Uffge2S{>qr.iuaJnttopofr»t ■ 

Opan Sett pica Changa . WgA Low Ext tol Open to. 
MW 4401.0 4386.0 -3aO 4407b 4358.0 17882 . 39063 

Jm ■ ■ 4425.0 4387.5 * -374) - 4431X0 43745 7375 33801 

Sep 44155 ,4411.5 -3a5 441 £5 44105 -20 -. 2MB" . 

■ Ftae 350 BtoSXFUTUWeaqiFFa CIO par toll index point . 


47100 4700.0 -32J0 4710.0 47000 '1420 4437- 

47S3D 4723J> • 4221) *733.0 *72a» 1400 • 1727 


■ ftse iro ea>6X opnow qjyg T4373) tapper tua>hj«x point 


4200 - 4280 4300 4350 ' 4400 4460 ' . 4300. _4SBp - 

Q p Q p £ ’ p Q p ‘ p ^ p Q ft 

Itor 17& 1 IZ&t 3 W 2 5 33 17 8 41 . 89 1 »». 1 M - 

nr « 77 55 » ItUatja WJ 8 .w 

Dn W 42h 178 53^ 148 67*2 1»I* 86 » )08 38^ I3U? 3ft 167^ » atf* 
Jto 248 St 387 86 174 85 142 125 B 151 SUi 17toj<Pl 3H- 
Dari 35Bh 7Z3 2901j154 1 2 20 133- • ■ .177 341 

Cde 7.186 Me 5383 . 

■ EURO STYLE FTSE 100 MPEX CWTIOM (UFFE) CIO par MWb port. 


4178 4275 4325' 4375 4425 4475 46B5 

mh i i«h .3 3ta » 9^ i7h »2 aia « i •]« I . tsb 


tar 2BhW2 m a U» 3ft 81 4% 8U 2 38 95 2^2 12ft 11 16ft 

| L 2t3fa 3ft 19ft 48 RftSft 123 7ft 83 .94 88 lift 4ft 147»a 3ft 181 

ton 22 S3 234 84 18ft 77^ 755 8ft 125 lift 91 - 135 75 161 5ft W 

Sepf 281 100 218 132 ISftlftl;. . 112 22ft 

Me 1 732 Aitt ZS37 * IMIi%ta| Ub retoe. Ragtani them are breed w enrei SdM. 
t L«o data utii arena. . 


LONDON RECENT ISSUES: EQUITIES 

baue Art Met ■•••■ ’• CIcm' 

price paid cap 1998/97 • P** - .Nrt Or. Cm P/E 

p m CEmJ tATi .tow Stock . p +7- 6* coy. yW net 

§125 FA 21.1 -14ft 121*2 ttotoOi 122% - - 

IlOO FJ». 250 100 10G Aurora iw TTUB 100 

§50 FA 245 64 47^2 tBhtinghwi C»y 49-2 - - - “ 

‘ * FA 304 1ft 1ft tCenfiitfcefciMrtf 14 - - 

7ft FA ZJBBB. TTh 55 CanMea • 61 dr - - - - 

§250 FA 8*3 335 306GareGa*> 325 - - - - 

§200 FA 122 270 2*0 fDcttAm Gtatao 260 . L43 22-22 208 

525 FA 2306 570*2 50ft Bww &« ft 50ft -ift W213 23 52 9 l7 

• §160 FA 243 18ft 17612 3wwdCafiSya 10ft - - - - 

. §28 FA 580 3ft 2ft Horte 3ft - - - t* 

§ FA - 6ft 68>alia.GHghte 6ft - - - - 

§ FA" -• 10 8M6GH01C ap 9 - - - - 

§ FA -'10ft gft M*QW3fiFclB 100 - - 


■ llaior Stocks Yesterday ‘ 

.. va. Ofaalno Dt»k.--. 


AtteyMMOnSt 


Mtmttatae 

ASMOonMcqt 

An9MnWM«r 


L43 22 22268 


(wtk Forest 

AaMC.Brt.Pbns 


St. A 

TBJlj -2tJ? 

100 ft 411 

• -k 

*M 43 
66ft . -a 
. 4ft 

l9ft*l 4» 
61ft 4* 
275*0 -ft 
321 .-ft 
51SM- -ft 

27ft - 
90ft 4 


- 7ft 7ft MAGHgMMt 7ft 


§140 FA 183 171 15ft tort Antfo Bd 16ft 
§ FA 65.1 29ft 220MQnup - 27ft 

§100 FA 303 100 89 BMC9MMC1AUK 100 

. § FA 108 6 3V fScrgan ' ' ft 


16ft -ft W382 18 32 162 
27ft- 543 24 25 212 


_ FA 264 12ft 8ft TMnpiaS ' ' «ft -» 
§110 FA -1161 12ft lift IMwTrtaMto* 12ft ft 


rttortlga 12ft- ft W33 33 38118 


§40 FA 583 4ft 4ft tVFQ 4ft - -262 

.♦ Atanataa I r i reiiare Mrtcgt § Pta*v prtcau * koraducdDa For • W sxpbneMn a f to 
ethsr Sfntxia pease rater to The London 9m Santa notoa. 


STT . 

BTRT 

Bsrir c* acortndt 

8are»yst 

Boot ^ 
BhreQndat 


. Aaromacat 
MiAkiwaret 


272*3 -£■ 

ACT** -ft 
1100. -ft 
W7. -ia 
417lj »0 

*50 ft 

1361 ' -a- 


FT GOLD MINES INDEX 


Mar % On Mac ram teas dto WE Btmtk 

14 on tay a ago |M3K mb B» Ire 


l Mix (32) 179246 -13 181836 2Z738B . 136 


- 340683167481 


Africa (14) 208654 -13 213039 314678 428 • 3126 325218 191&4S 

AUC61 Mlto 206481 461 206345 257632 245 2280 2B44.14 1841.72 

Nan Aram (12) 168035 -83 1BB335 197830 . 653 6425 2(3681 155658 

GopjrigM. FTSE In m i mi c al Lkrfted 1007. A0 rfgtaa raaavad. Rgorw In tmekaca More 
nuamr of corepania Bada US Dosare. 8 bh WkMc 100030 81/1292. t tattd. laaoat pan 
are u na iaM L I ii tor Wa aSOon. 


Brttth Botncti 

awshEoaar 

WdMLand, 

QriJfah Start 

BamahCamit • 
Bwwt 

CnUeAWtat _ 
CacSuy Sdmappaat 
Qarartai . - 
CartanCawna-t 
CanotJfft 1 


543 ■ -2 


154 -ft 
108ft -IS 
154}, -ji 



FTSE 100 
FTSE 250 
FTSE 260 ax IT • 
FTSE 350 

FT8E 860 tflghar YMd 
FTSE 3SD Loarar YlaM 
FTSE SmaflCap 
FTSE SmaiCap ax ft 
FTSE Alton 


-13 A4SM 4387.7 4422.5 3BB8j6 338 2.10 

-03 <7078 47202 4725.1 42443 336 148 

-04 <751.7 <7683 47663 42753 3.45 131 

-13 21844 21752 21854 18443 332 138 

-13 21143 21013 21123 18022 4.72 138 

-0.6 22003 22554 2255.1 18033 232 230 

288530 237438 237430 207031 230 137 

2373.73 238236 238044205731 335 1.75 

-032154312146302158351823.78 336 136 


■ FTSE Actuaries Industry Sectors 

Day 1 * Year 

Mar 17 cfcgaH Mar 14 Mar 13 Mar 12 


Cffcr. Nat 
yWdN cover 


P/E.Xd«S. TOW 
ratio ytri Return 


10 M8SVU. EXTRACnOHpO) 

12 BSactiva hduattesQ 

is 06 mta^aredp) 

16 OB 


-(O.1411831409438411533333139 332 212 1628 2533 181830 
-23 422033 417836 41S730 418646 3.79 238 1X82 8B3S 125431 
■(034202.16418694 422633 338932 335 208 1531 20.17 191230 
-03 36B1.1B 358839356639 237276 1.56 213 3734 237 221240 



20 GBI SBUSTraALSPT^ 

21 BUkfinQ & Construction^ 

22 BuMVig Matia 6 MreuhaCSZ) 

23 Cnemlaab(2Q 

24 Ovaralfiad ImtostrWaOQ 

25 Sactrenlc 6 Elect EqUlp(393 

26 Ehginear1ng(7tQ 

27 Englnearing. Vehlclaa(l3i 

28 ftpar. Fckg 6 Pfflkig(27) 

29 T wtfleai 


-0.7 2083.14 2058.73 2063.75 208239 
+03 136645 130736 1371.78 112945 
-0.1 191838 181266 191734 187545 
-13 236277 237837 237836 255437 
-13 157511 156830 157634 1807.16 
-1.1 231535228276228834234732 
-03364539 2654302851.12 236218 
-13 295433 294342 290630 277438 
<04257230 299331 259730 271274 
110036 110241 108289 1477. 


139 1739 
132 2234 
235 1132 
138. 1735 

130 1436 

131 24.13 
243 16.12 
0.19 80.007 
230 1537 
1.13 1733 


ao consmrat Gooospq 

32 AJcohoie BevreagertT} 

33 Food Producarapf} 

34 HouartxsW Gcoda(T7] 

36 Heafth Canada 

37 Pharma c autfcabftC 


-13 425430422330 425749 345210 - 
-0.1 290649 283334 286135 2782.79 
-03292439290137290131 254058 
-0.1 294830 285242 28S831 256014 
■rftl 2197.70 219142 219042 191831 
-23 670435 865437 672730 483536 
412055 


138 . 1847 
137 1034 
131 .1736 
231 1539 
130 2434 
136 24.06 
135 1085 


5638.160221 
3128 108748 
1830 135547 
346 119044 
4.71 136240 
9435 2303.18 
14738 115863 


40 SEEflACESp73) 

41 Dirtr1butor8(3C9 

42 Lrtaura 6 HotabQl) 

43 Medla(44) ' 

44 R ataO re a . Foodfig 

45 fMaOsrt, QenBngB3) 

47 Brawartaa, Put» & ReaL(2S3 

48 S(<]pCrt Sarvjcaa(5® 

49 


-03 2700.10 269227 270131 2351.11 
-03 2781.12278731 2786.18 261834 
-03 338921 358930 38201162957.77 
-03 442030 4399-12 4418.75 3897.74. 
-22 197835 196045 198649 187833 
-1.0 207430 207936 208333 196408 
-0.7344737 341228 342834 295130 
402 299042 298438 299830 209336 
-032884.18 


n;. ' ;ai'.aP : rtE g 


2231 1224 
2039 734 

2839 3841 

2840 28.70 
1336 445 
1942 7.15 
1275 1739 
2734 337 

1130 


70 FMANCtALSfTOCQ 

71 Banks. RetsflfS) 

73 lnaunince{18l 

74 Ltia A3uranoa(7) 
77 Other RnsncfeK28) 



-03 2208.14 218221 


-13 396534 3980.5BSI8045 278238 332 240 
-13 575521 574728578645 387436 333 235 
-23 1764.86 1750.97 T7B331 1357.16 438 ' 231 
-05 478T.11 474134472275 353044 347 207 
aOI 329339330837332834249131 331 242 
-03 191040 IB 17.88 191837 1438.16 333 132 


1.11 






14.38 6238 178538 
133812252 193638 
1088 3831 1369.10 
1738 0.00 2013.18 
17.19 15.87 1936.46 
339 1206.69 


FTSERMtfhg 
FTSE FtodgOng ex IT 


15633 1923.79 266 136 1734 1838 186836 


’ t33fl.11 134832 T34533 115848 232' 0.76 5632 630 143138 

-03 196531 1388.01 1366.75 1182Q2 3.18 0J9 5338 636 145734 



■ Hourly movements 

Open 9JQ 10-00 11 JO 1200 1330 1430 1530 1B.10 ftghAMyUnvrday 


FTSE 100 A40&5 43884 43843 . 43B3J 43873 43823 4376.7 4374.7 43733 44021 43720 

FTSE 250 4706.1 47084 47073 47063 4706.6 47083 47029 40B6.5 «922 47103 48920 

FTSE 350 2177.5 21733 21883 21722 21703 21621 21654 21843- 21833 21721 21627 


Tima d FISE 1D0 nqrt N^e AM Day's Kmc 2)48 PM. FTSE 100 1989«7 HSpe ***** plAWBT) Lew 3632J . 


■ FTSE 350 Industry baskets 


Open 930 1030 1130 1200 1330 1430 1530 18.10 Cfare ftmtona Chanda 


BWg & Cnatra 1295.0 12024 12874 12929 12826 12983 129S3 12973 12873 12073 12821 +112 

Pharmacauticta 65573 86283 64921 8S121 65027 6504.6 65029 65Q23 64921 84873 68214 -1344 

Watar S733 25713 2*28 26G6.B 25623 25325 25473 25427 2S427 23453 2571.0 -322 

BreSo, Hatsf 57803 578S3 57573 57734 57643 67503 57403 5739.0 57353 57329 58227 -S43 

far ruftr Womatfon on tha FTSE Actuate Share hdoa ptoaaa contact FISE Hanational m 01TT 448 1812 
TTwFTy ArtustaShOTtoairaatrBcateilaltotoacconlanwiirthawaWtaiaaotgotadnJasaaMMatedbyFrg : 
Wemaflonaf ai c on M iction wUh the Faculty afArtuarias and tha totftota et toamtea. e FtSE m mna ao na l Uwttad 1997. 1 
Afl n^ib raasrvad. “FT-SF M •Footsie" art trade marts of tha London Stock 

Enhanga aid Tha AsnctaJ Urea art as usad FTSE utamational urtar —— 

Becnca. t Sorter (VE rsica 9«ater than 80 and nateewas toaster than 30 as 1 2 

not shown, f Vakas era negative. r g . 1 
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TUESDAY MARCH 18 1997 




^ Ob *» ” 1*ta rip Ua S3! 2l 

E2»%*tt (Lfl U 21 510 » 25% »% A 

«A aw 1-04 22 28 4158 38% 37% 377k -% 

“«* 85W 8A a*% oa A 

Hft 33% ASA IX 14 23 386 3A ®s 35% -% 

®A 3B% AUL IJOB ID 24)6339 60 58% 58% +8 

IftlftAWPri 0« £5 6 270 10% »% 16% 

20 % 13% Ohm a«a 2210 in i«% 17% is A 

23 13% Aquae* B 454 10% 10% 18% A 

«% 37% ACE IB U2 1.1 101753 65 B*% 64% ♦% 

10% 8% ACM MB * OSO 07 11 479 10% 10% 10% A 

1h 8%«MMR>z 0® IS 207 7% 7% 7% A 

g AUMtan* 000 82 161 8% 0% 9% 

B% ton But 131 6% 6% 6% A 

21% 13%temMk 60 K 15% 15% 15% +% 

33% 27% tartb on 24 IS 79 32% 32% S% A 

29% Htoooo 1880 27% 33 26% -% 

21% i7%MmEnr 055 ZJ 1 383 20% 20% 20% 
46%10%MlMe K33B 45% 43% 45% +1 

W AfeMtOp 9 67 13% 13% 13% -% 

26% 8% ton lu a 71 12% 12% 12% A 

73% «%4flU*7 I . It Ml SI 190 73% 73% 73% 

6% 3% tob 70 4 3% « A 
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ZZ 17% 4a.f*H TJH 55 (4 177 19% 19% 10% -% 

45% 21% Hamm 08832439333 4012 ffl 39% -% 
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28 19% Ana* Fit 030 1.1 21 58B 28% 77% 28% A 

27% 16% Akguf 31 1438 21% 20% 20% -% 
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30% 15% Man Nr 9 934 2B% 25% 25% -% 

24% 17% tonjWJ 042 ID 13 160 21% 21% 21% 


24% 14% toemuta x 
30% 16%Mfifi 
25% 14i{ MCM 
43% 31%MH 
38% 29%ftaMk 
64 SBAMmBum 
31% 23Ala<f * 

» 19% AW 


OBI 19% 19 19% -% 

020 07 20 SB8 27% 27% 27% -% 

020 09 17 227 23% 22% 23-% 

064 1A 16 3S2D 38% 35% 36% +% 

060 16 16 9411 37% 38% 37% <Ji 

DU 15 B IBB 54% 50% 51% -2% 

172 56 164048 29% 29% 28% -% 
084 22 2219700 029% 28% 29% *% 


28% 18%A»w*8* 040 16 21 878 25% 


28% 14% Ain Cum 
42 20% Atom 1 
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05? 1.7 23 2208 $8h £9% X 


30% Z1%tonCv 258 05 12 208 a% 27% 27% -% 

14% ISAnafl 40 14% 14% 14% A <07% 


14% 18 ton a 
44% 2B% AktsftAx 
75%47%«99 
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10% 9%Mmari 

69% 37%«fc* 


40 lA 14% 14% A 
155 35 10 57 41% 41% 41% 
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018 05 13 68 31% 31% 31% ♦% 

084 LI 13 10% 10% 10% •% 

059 15 13 0647 65 83% B4lz -% 


36%2B%a»Op* 1.10 L2 22 2598 35 33% 34% +% 
10% 3%«mn> 45 2727 6% 8 8% 
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plays a key role in promoting 
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WORLD STOCK MARKETS 

Dow slides 
amid rate 
rise fears 


FINANCIAL TIMES 


Tuesday March 18 1997 


AMERICAS 


Stock prices took a tumble 
in the US amid growing con- 
cerns that the Federal 
Reserve open market com- 
mittee might decide to push 
up interest rates at its meet- 
ing next week, writes Rich- 
ard Tomkins in New York. 

At 1 pm. the Dow Jones 
Industrial Average was 72.51 
down at 6JB62L95. The Stan- 
dard & Poor's 500 index was 
down 9.53 at 783.64 and the 
Nasdaq Composite Index fol- 
lowed its decline, losing 
26.28 to U266.69. NYSE vol- 
ume was 260m. 

Yesterday's session 
marked the unveiling of the 
revised Dow Jones Industrial 
Average, featuring four new 
stocks In place of four poorly 
performing ones that have 
been pushed out. But the 
changes did nothing to pre- 
vent the index's decline: all 
four felL 

Hewlett-Packard was off 
$% at $54%, Travelers shed 
$2% at $50%. John- 
son & Johnson fell $% at 
$5tf« and Wal-Mart Stores 
declined by $% at $28%. 

Share prices were hit by 
worries that the Fed would 
push interest rates up to 
avert the threat of inflation, 
so squeezing corporate prof- 
its. Sentiment was also 
affected by a weekend mes- 
sage horn Mr Warren Buf- 
fett, chairman and chief 
executive of Berkshire Hath- 
away. that investors were 
probably overpaying for vir- 
tually all stocks. Shares in 


Latam markets tipped 


Dollar returns of about 20 
per cent were expected in 
emerging equity markets in 
1997, with Latin America 
likely to offer the best 
regional return in the near 
future, according to a report 
from Robert Fleming in Lon- 
don. The ball case for emerg- 
ing markets was highly 
potent, its global emerging 
markets research team said, 
adding that the temptation 
to put money made in boom- 
ing developed markets into 
emerging markets had 
proved difficult to resist this 


year. The asset diversifica- 
tion should continue on any- 
thing other than a crash sce- 
nario, it added. 

SAO PAULO gave up L7 
per cent as the market 
looked to Wall Street for 
direction in the absence of 
domestic market moving 
news. At midsession, the 
Bovespa index was 157 down 
at 9,342. 

MEXICO CITY drifted 
down on profit-taking that 
left the IPC Index 28.76 
weaker by midsession at 
3,746.95. 
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Dollar falls, bourses in further correction 


Berkshire Hathaway were 
oft $700 at $36,200. 

Among the few big gainers 
was McDonald’s, which rose 
$1% after Mr Buffett 
revealed that Berkshire 
Hathaway had increased its 
holding in the fast-food com- 
pany to 4.3 per cent. 

ADT jumped $3% on news 
that it had agreed to be 
bought by Tyco Interna- 
tional for $4bn, bat Tyco’s 
shares fell $=% to $57%. 

Big losers included 
tobacco stocks, hit by the 
Supreme Court's decision 
not to overturn a law in Flo- 
rida that makes it easier for 
the state to pursue anti- 
tobacco litigation. Philip 
Morris tumbled $5% to $124 
and RJR Nabisco fell $1% to 
$32%. 

Advanta plunged $9 to 
$31% after a profit warning, 
taking other credit card com- 
panies with it. 

TORONTO moved sharply 
lower too. Traders said that 
a certain amount of nervous- 
ness had begun to build 
ahead of tomorrow's US 
inflation data. At noon, the 
TSE-3Q0 composite index was 
Off 5IL21 at 6.145.50. 

Hit by profit-taking and 
interest rate worries, banks 
fell in moderate volume. 
Royal Bank of Canada came 
off C$1.05 to C$57.75 and 
Canadian Imperial Bank of 
Commerce lost 50 cents to 
C$66.75. 

Alcan Al uminium gave up 
25 cents to C$50.85 and New- 
bridge Networks retreated 75 
cents to C$40.35. 


Having rebounded with the 
Dow last Friday, bourses 
dropped with the dollar yes- 
terday and lost more as US 
shar es fell again. FRANK- 
FURT shed 2 per cent, the 
Dax Index closing 67.18 
lower at an Ibis-indicated 
3,337.11. 

The dollar had come back 
from more than DM1.70 on 
Friday to under DM1.69 yes- 
terday, noted Mr Eckhard 
Frahm at Merck Finck in 
DUsseldorf. Traders were 
also influenced by an article 
in Bild, the German newspa- 
per. which quoted Mr Theo 
Waigel, the German finance 
minister, as saying that 
adherence to EMU conver- 
gence criteria was more 
Important that the timetable 
for monetary union. 

BMW fell DM58.50 to 
DM1,210.50. Adidas by DMB 
to DM187. 9Q and Henkel 
pre& by another DM4.95, or 
5.2 per cent, to DM89.90 after 
the household products com- 
pany reported a 6 per cent 
rise in 1996 group net profits. 
All three had been unusually 
strong recently, said Mr 
Fr ahm . Henkel had gained 
nearly 20 per cent to 
DM99.95 in the eight trading 
days to March 6. 

Turnover fell from 
DMl6.4bn to DM10-8bn. The 
day’s winners were led by 
mid-caps. Deutz leaping 
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DM3.30. or 24.6 per cent to 
DM16.70 on news of turn- 
round from losses to profits 
at the engineering group. 

PARIS slid away steeply at 
the end to close with the 
CAC 40 index at its session 
low off 57.24 at 238848 in 
volume of K9ra shares. 

Interest rate sensitive sec- 
tors appeared to take the 
brant of the decline. Banks 
were heavily marked down, 
and so was the leading con- 
struction stock, Bonygues. 

BNP fell FFrll.80, or 4.6 
per cent, to FFr244 and 
Societe G§n§rale gave up 
FFr24 at FFr646. AGF shed 
FFr7.50 to FFr200.50 for a 
two-day decline of almost 7 
per cent. Bonygues lost 
FFr21 to FFr558. 

The one bright spot was 
Michelin, ahead of today's 
results. Reports that Toyota 
Motor was planning a $L6bn 
plant in France sent the 
shares up FFr3.60 to 
FFr339.6. But the prospect of 
ever tougher competition hit 


carmakers. Renault, which 
reports on Thursday, fell 
FFr4.50 to FFr135 and Peug- 
eot FFr12 to FFr647. 

AMSTERDAM reported 
negative arbitrage in the 
options pits, said to have 
had a disproportionate 
downside impact on the cash 
mar ket as the AEX index fell 
12.66 to 753.40. 

Heineken and KLM both 
fell 3.4 per cent. ELM shed 
FI 2 to FI 56.90 while Hein- 
eken tumbled FI 11.50 to 
FI 326.50 in spite of an 
upgrade from Goldman 
Sachs in the wake of last 
week's solid results. 

Weak fhawrieaia sentiment 
in Germany continued to 
depress Akzo Nobel which 
came off FI 7.50 to FI 267.50. 
Nedlloyd. a strong market 
lately ahead of Thursday’s 
results, ran into profit- 
taking, dipping FI 1.50 to 
FI 57.30. 

ZURICH dropped 1.7 per 
cent prompted by the weak 
dollar and increases in 


domestic bond yields. The 
SM3 index fell 79.7 to 4,5505. 

Among industrials, Sulzer, 
up SFr2 at SFr979. went 
against the trend on expecta- 
tions of demerger announce- 
men ts or senior management 
changes at today’s annual 
news conference. ABB lost 
SFr34 to SFA.735. 

Novartis lost SFris at 
SFr 1,739 ahead of results and 
its first annual news confer- 
ence today. Roche certifi- 
cates fell SFr235 to 
SFr 12, 190. Speciality chemi- 
cals experienced their first 
bout of profit-taking since 
last week's debut of Ciba SC 
shares. Clba SC lost SFr5J25 
to SFrl20.25 and Clariant 
lost SFr8 to SFI722. 

Banks were hard hit by 
higher domestic bond yields. 
UBS fell SFr29 to SFr 1,307 
and CS Group tumbled 
SFM-75 to SFT163.50. Surveil- 
lance fell SFr 150 at SFR3280 
as the Inspection and testing 
group, which recorded a 14 
per cent rise in 1996 profits, 
warned that the loss of two 
large contracts could hit this 
year's profits. 

MILAN was depressed by 
the recurrence of long- 
running worries over the 
European single currency 
and tensions within the gov- 
erning coalition concerning 
plans for supplementary 
budget measures. The Comit 
index fell 5.55 to 736.79 
while the real-time Mlbtel 
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index lost 262 to 11.693. 

Among the telecoms, Stet 
fell L321 to L7.463 and. Tele- 
com Italia lost L222 to L4.172 
as investors adjusted portfo- 
lios following Friday's 
announcement of the share 
exchange ratio to be used 
when the two are merged 
later this year. 

Mediaset held its loss to 
L68 at L7.004 amid indica- 
tions that the broadcast and 
advertising company was 
still Interested in bidding for 
the third cellular phone 
licence in Italy. 

MADRID featured a 3.6 per 
cent drop in Telefdnica, 
Ptai25 lower at Pta3,S40 on 
worries that Spain would 
approve cheap connection 
charges for the country's 
second telecoms operator 


Retevision. The general 
index fen 827 to 476.93. 

BRUSSELS saw another 
jr-afn in Royale Beige, BFr2lO 
higher at BFr9200. although 
the Bel 20 index fell 2123 to 
2,17025. The insurer, up 41 
per cent w™ year, continued 
its c-tfmfr after a bonus divi- 
dend with last Thursday’s 
results and on rumours that 
a merger operation with 
AXA Belgium was afoot. 

STOCKHOLM gained a 
mino r return on its b ankin g 
sector speculation as the 
holding company, Lundberg. 
sold its controlling stake in 
Ostgota Enskilda to Den 
Danske Bank. Lundberg B 
rose SKr4 to SKrl33 and Ost- 
gota by SKr23-6Q. or 87.7 per 
cent, to SKrSO-50, the bid 
price, as the general index 
fell 28.65 to 2,735.75. COPEN- 
HAGEN was not so pleased 
with Den Danske, marking it 
dow n DK r9 to DKrfOl with 
the ffK 'x index 0.79 lower at 
159.13. 

ISTANBUL rebounded 52 
per cent as political worries 
receded and the market 
found encouragement in the 
outcome of a weekend meet- 
ing after which EU foreign 
minis ters reassured Turkey 
over its membership aspira- 
tions. The IMKB National- 
100 index rose 87 to 1,586. 

Written and edited by WStam 
Cochrane, Mfchael Morgan and 
Jeffrey Brown 


Seoul rebounds ahead of economic package 


ASIA PACIFIC 


Growing expectations for the 
government's economic 
package, due to be 
announced on Thursday, 
sent SEOUL 2.7 per cent 
higher. Analysts said that 
the package was expected to 
include measures to stabilise 
rising interest rates and the 
weak domestic currency, as 
well as to raise the foreign 
stock ownership ceiling, 
which would provide fresh 
impetus for blue chips. 

The composite index, weak 
last week, jumped 17.07 to 
658.90. 

S amsung Electronics rose 
Won2.000 to Won55,000 and 
Posco gained Won2.300 to 
Won43,000. 

TOKYO'S brokers contin- 
ued to suffer in the wake of 
the sokaiya scandal, but late 
bargain hunting helped the 
Nikkei average regain the 
28,000 level, writes Jonathan 
AnneUs. 

The 225 index rose 12926 
to 18,053.50 after moving 
between 17,863.85 and 
18,084.05. The 18,000 mark 
was breached early as the 
dollar climbed back into the 
YUS range, prompting for- 
eign buying of blue-chip 
exporters. 

However, with selling to 
book profits for the 31 March 
book-closing completed by 
most domestic investors, 
activity was generally slow, 
and brokers said trade was 
likely to be similarly slack 
for the rest of the month. 
Volume more than halved to 
an estimated 360m shares 
from 761m on Friday when 
the special quotation settle- 
ment of futures boosted 
activity. 


Advances led declines by 
644 to 449 with 161 
unchanged. The Topix index 
erf all first-section stocks rose 
521 to 2,358.75 and the capi- 
tal-weighted Nikkei 300 fay 
0.63 to 259.95. In London, the 
ISE/Nikkei 50 index, climbed 
3.09 to 1410.49. 

The broking sector 
reflected the scandal at 
Nomura Securities, falling 
by an aggregate 1.6 per cent 
in a rising market Nomura 
plumbed a new 15-month low 
following weekend press 
analysis. This indicated that 
its share of all TSE stock 
transactions had dropped 
from 13.1 per cent on March 
6, immediately before the lat- 
est blow to its reputation, to 
82 per cent for the period 
between 7 March and 14 
March. 

Nomura was the second 
most actively traded stock 
and closed down Y40 at 
Y2.340. Daiwa Securities, 
which last week was the sub- 
ject of rumours concerning 
the reasons behind “routine" 
checks by the Securities and 
Exchange Surveillance Com- 
mission. rebounded from a 
low of Y873 to end Y32 
weaker at Y877. 

Mitsubishi Heavy Indus- 
tries was the volume leader, 
jumping Y50 to YB16 In 9.6m 
shares after a Nomura 
Research Institute report 
suggested that the company 
was an attractive long-term 
buy. 

Retail stocks performed 
well lifted by last Thursday’s 
GDP figures which showed 
that private consumption 
expanded by 2 per cent in 
the October to December 
quarter. 

Supermarket operator lto~ 


South Africa ends mixed 


A mixed session in 
Johannesburg, dominated 
by hectic early trading 
ahead of the noon expiry for 
the equity future, saw 
industrials improve, bat 


golds slide lower. The all- 
share index ended 32 higher 
at 7,131.0. At the dose, the 
industrial index was up 53.4 
to 8,380.6, while golds ended 
off 202 at 1.3872. 
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The FT/S&P Actuaries World Indices are owned by FTSE mtamatkinal Limited, Goldman. Sachs & Co. and Standard X Poor's. The Indices an compart by FTSE 
International and Standard & Poor's in conjuicbon witfi the Faculty c4 Actuaries and the Institute of Actuaries. NatWest Securities Ltd. was a co-founder of the Indices. 
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Yokado jumped Y13 0 to 
Y5.380. and the convenience 
store chain Seven-Eleven 
Japan rose Y40 to Y7.190. 

In Osaka, the OSE average 
added 106.79 to 18,982.72 in 
volume of 207.4m shares. 

TAIPEI chalked np its 
sixth consecutive six-year 
high, the weighted index 
advancing 135.11 points, or 
L6 per cent, to close at its 
intraday high of 8,426.42 in 
turnover of T$176 .9bn- 
Blue chip electronics 
jumped 3 per cent while the 
plastics sector registered a 
2.3 per cent gain 
Some brokers had expec- 
ted the index to consolidate 
at 8,400 after a 23.5 per cent 
gain in 1997, questioning 
whether its long rise 
reflected fundamental value. 


“This is nothing but a liquid- 
ity-driven rally," said one. 
“Money is abundant and 
people are always looking 
for their next target" 

HONG KONG was swept 
higher by a rebound in the 
property sector after the 
market's 4.5 per cent losses 
last week. 

The Hang Seng index 
gained 102.00 to 12£38£3, but 
In turnover that fell to 
HK&lbn. 

In the property sector, 
Henderson Land, due to 
release interim results 
tomorrow, rose HK$1.50 to 
HK$64-50, and Sun Hung Kai 
Properties, which releases 
interim results on Thursday, 
gained 75 emits to HK$8425. 

Cheung Kong rose HK$l-50 
to HK$70-50 on news that it 


was to raise the prices at its 
Laguna Verde residential 
development 

BOMBAY saw sharp gains 
in blue chips although, ana- 
lysts noted, the upbeat mood 
showed no sign of percolat- 
ing to the broader market 

The BSE-30 index, down 
3.4 per cent last week, ended 
with a gain of 52.81 or 1.4 per 
cent at 3,798.12, as the Indian 
finance minister told the 
central bank that interest 
rates should be reduced to 
s upport econo mic growth. 

SHENZHEN'S hard cur- 
rency B shares jumped 3 per 
cent as investors focused on 
issues expected to report 
solid 1996 results and con- 
cerns eased about a possible 
crackdown on speculation by 
the authorities in Beijing. 


The B index gained 431 to 
16959 while the A index of 
shares targeted at domestic 
investors rose 7.51 to 
423^ 

. SHANGHAI also put in a 
solid performance with the 
A Index up 34JXK. or 3 per 
cent, at 1,212.753 and B 
shares 0.459 higher at 70898. 

DHAKA was marked lower 
for a fourth straight session 
as profit-taking continued to 
erode gains made during the 
-previous week after news 
that commercial hanks were 
to doable credit available to 
investors. 

The all-share Index lost 
. 46.75. or 3.2 per' cent, to 
1,423.47, adding to a 1.7 per 
■cent fail an Saturday and a 
1.9 per cent decline an Sun- 
day. . 


The Euro is 
trading today 
on LIFFE 


LIFFE introduces the March 1999 Three Month ECU 


Today, LIFFE lists the March 1999 Three 
Month ECU future, actively supported by the 
Designated Market Makers. Subject to EMU 
going ahead as anticipated, this contract wffl 
be denominated in Euros with a simple ‘one 
for one 1 contract conversion. 

LIFFE is already by far the most active European 
exchange in post 1999 maturities, with the 
widest range of LIBOR based money market 
futures. All these contracts can settle against 
the Euro LIBOR if and as tong as the respective 
currencies participate in EMU. 

Whatever your views on EMU, LIFFE offers 
you the best, most flexible and safest way to 
manage the transition to EMU. 

To find out more please contact Francesco 
Margin! on 0171 379 2762 or visit our web site 
on http://www.liffe.com/ 


ECU Three Month future 

With tin active support of .the Designated 
Market Makers ' 

• 

Istituto Bancario San Paolo (B Torino SLp JL 

m “ 

Krecfietbank N.VL ■ . 

NatWest Futures, a efivision of : 
National Westminster Bank pic . 
(acting on behalf of NatWest Markets) 


SGF Chase Futures & Options 
. (acting on behalf of 
The Chase Manhattan Bank) - 
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m 29 22 1211 44% 43 44% 

020 1.0 11 3031 19% 19% 19% 

7099 ft 6% 6% 

23 444 8% 6% 8% 

074 27 20 938 27% 27% 27% 

191 69 31 2238 15% 15% 15% 

020 08 14 10B 27 26% 26% 

093 01 2713Z74 54% 53% 54 
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3 

ft 

ft 

1 


ft 
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40 27% UUtemi 

2® 108 

6 

817 

Z7%dZ7% 

8 4%UWddd 

03 

3J 

11 

58 

7 ? 

ft 

M% 11% WCgdaAd 

IX 

94 


IX 

1ft 

14 

16% ftlXMOy 



44 

X 

12% 

Tft 

23% 14% USF5G 

OX 

09 

15 

1536 

2% 

a 

39 ift US FRef 



5310907 

33% 

sft 

29% 19% U9kxre 



7 

IX 

zr 

26% 

48%26%USUCp 

47 19% USSug 

099 

LI 

14 2161 

4ft 

47% 

016 

04 

341 

32® 

37% 

35% 

n%46%Ufefne 

134 

10 

21 ! 

5798 

75% 

74% 

1 ft IZttaMtor 

092 

57 

1« 

B8 

1ft 

16 

X% 14%lhtakf 
40% a liter Foods 



19 

841 

34% 

32% 

104 

30 

14 

267 

34% 

Sft 

22% 17% tor Mix 

1J0 

8.1 

13 

92 

21% 

21 

33% 22% tod Dp 

1.06 

35 

12 

491 

31 

® 

45% 27% Itaoeal 

an 

LO 

22: 

7179 

39% 

36% 


ft 

14 

12% 

22% 

a 


a * 


79% 54% UNUH 
39% 17% US ha 
37% 27% USWM 
2314%U9ttHI 

ae% 17 % usa nan 

26% 11% USAk 
10% 8%ISLKkc 
28% 17% USX M 
3ft 24% USX US 
17 10 USX MX 

30% 25% Utfloxp 


21 

30% 


18 1705 38% 36% 36% 
2.14 61 13 6314 35 33% 35 

8230 19% 11% 19% 
3632 838% 37% 38% 
9 2980 26% S% 26% 
082 ELS 0 IS 9% 9 9 

076 29 11 4028 27% 28% 27% 
190 39 9 4802 29% 28% 29% 
020 19 » 68 14% 13% .13% 
176 66 12 780 26% 28% 26% 


7ft 47%*** 192 

34 20%W«E 052 

8% 5% VAX hex 020 
29% 14%MAtt 
11% 9%!Nmgil7x0.7! 
20% 6%tex>M 
62% 40% tain x 038 

30% 25% Vem 
52% 25% VuSme 

14 % 12 % vamt in 

1ft 13% WAX 032 

78 67%TKBP5®x 590 
32% iftMUBfM 
36% 24% Wn he 
«%£%VMtae 078 

11% 7% Htnr 
73% 25 An Cos 
64 35% Urania 296 
6B%53%\MC*a 198 


29% 18% MS he 
32%27%WH.Hokfti LOO 
29% (ft NAM he 
64% 38% HAm in 
31 14%«MdttA* 028 
4% 2% Wkhoa 
44%3%W*tD 048 

35% 25% ktmCSl 068 
29% 19% IMA x 027 
90%44%«UUB 192 

22%1B%WftEMq0 in 
25 19% MakS. 1.14 
aa% 25% Vh*tt» X 198 
350% 276% Mn 490 
1 Z% S%VHtaMfl 
44% nmatJxx cua 
6% Bwzsratal on 
38% 23%MMfiO 
20% 15% WettpeOx 020 
44% 34 % WahRi*x 29B 
4% 2MkttnSr 
34% 27% MMtfA 092 
24% 15% MBaun t 092 
S2B%A2%ttk«f 590 
23% 16% Mead]Bi 024 
30 22% Wed Co 058 

18% l4%WMedEx 
75% 49% WAu 
77% 16%WtXgI1d 
21 % 11 %«dMas 
34% fflitatotax 
31% iftmgB 
30% 20 %Wadpac 
33% 25 % meet 
5D%39%W6tw 
17% i3%Maattxv 
A% 44% MIAlX 
45% Z7%WMA 
25%21%«MMix 042 

28% 10%(M8Bkar 
Sft 30% Wax toe 198 
47%2BU«fcHx IB 4 
B% ftWsdri 010 
16 % 6%8hMkr*i an 
39 28% UtaDxx an 
10 % 6%HknABD 020 
33 23%NtacB> 19? 
22% 11 WhO 012 
37% 2B%MKaCarpx 040 
31% 2ftWMCNK 053 
37% 27% VBBTx 064 
39% l5%W6NrtM 013 
25% 9 %WkMi 
24% i7%WxW8Xda 
10% 3%9tattup 
34% 26%WPSB*i 
£2% (ftWHgWll 
44% 27% Wylt Bed i 032 

22 % 12 ,‘iipiHi an 


m. n th 
% e m 


-V- 

22 Uicn a<2 G7% 
19 24 TDK 33% 82% 
25 114 B 7% 

17 999 24% 24% 

69 » 10% 10% 

S 510 2B% 25% 
08 18 1370 5B% 58% 
S3 SB 3ft 
S 384 35% 36% 
79 0 no 13% 13% 
19 50 822 17% 17 

12 HO 69% 80% 
27 571 24% 23% 
22Z233 26% 77% 
IJ 82157 * 45% 

7 tO 9% *% 
X 1164 70% B% 
46 25 296®4% 53% 
29 12 486 CB% 65% 


8ft 

33% +1% 


2ft 

10% 

25% 

58% 

3B% 

36% 

13% 

17% 

69% 

23% 

29% 

«% 

ft 

70% 

8ft 

55% 


190 

on 


21 ion 20% 19% 19% ft 
7.111 S2 a% 27% 28% ft 
121174 29% 29% 28% 

29 15 3913 60% 58% 6ft 
19 28 50 17% 17% 17% 

24 3% 3% 3% 

1.1 A 1852 43% 42% 43% 

1 7 IB 438 33% 32% 33% 

06 213268? a 28% 29 

1.7 3013363 89% 86% 8ft 
45 16 A 22 22 22 

SB 12 241 22% 22% 22% ft 
39 » 521 28% 28% 28% 

19 17 38350% 34S% 347 -4% 
708 7% 7% 7% 

tS BS 274 23% S 85% 

15 2 83 4% ft ft 

21 3838 29% 28% 2ft 
19 «5 16% 15% 15% 

00 21 137 43 42% 42% 

907 3 2% 2% 

3.1 15 73 29% 29% 29% 

19 A 421 18% 1ft 16% . 

17 34 4542306% 286% 302% -5% 

1.1 17 2671 21% 21% 21% ft 

2.1 14 101 27% 27 27% 

19 4S7 1ft 17% 173, 

25 1373 60% 5B% 60 

1815(02 50% £6% Sft 

TO 29 193 10% 18% 19% 

69 12 2171 31% 30% 31 

IB 22041 1ft 19% 19% 

49 12 A 2ft 2ft 36% 

39 IS 1689 29% 2ft 29% 

39 2D 2107 4ft 47% 48% 

09 22 lin 14% H% 14% 

2J 21 1731 50% 46% 90% 

25 4 38% Sft 3ft 

U 17 1758 24 23% 24 

551 11 10% 10% 

47 13 181 35% 3S% 35% 

23 21 3009 46% 45% 48 

19 10 A ft 5% 5% 

19 61 292 1ft 13% 1ft 4% 
29 21 14* 33% 32% Sft +% 
28 12 118 7% 7% 7% 

63 122815 24% (03 % 24% 

06 26 154 18% 1ft 18% 

12 2778 34% 34 34% 

21 23 20 26% 25% 25% 

20 3310211 32% 31% 32% 

04 X in S% 35% 35% 

18 5538 23 22% 23 

3» 23% 23% 23% 

308 ft 03% ft 
72 13 300 26% 26% 26% 

19 X 913 80% 56% 80% 

IB 10 1780 34 33% 33% 

M 14 204 22% 22% 2% 


ft 

♦% 

4% 

4% 


-% 

-% 

-% 

-% 

ft 

ft 


ft 

ft 

ft 

ft 

4% 

ft 

4% 

ft 

4% 

ft 

ft 

ft 

ft 

ft 

ft 


4% 

ft 

ft 

ft 

ft 

ft 

ft 

ft 

ft 

ft 

ft 

ft 


-X-Y-Z- 


63% 39%»mx 

IX 

LI 

17 

6821 

Gl% 

60 

61 

-1 

47% 39% Aa Cup 

on 

20 

15 

15 

*0% 

40% 

40% 


25% 20% Ittte EflT 1 

rin 

55 

10 

77 

21% 

*1% 

21% 


57 43%YU1itai 

on 

OB 

13 

991 

45% 

4«% 

44% 

ft 

5 3Ztadi 




27 

4% 

4% 

4% 


25% 5%2taB 




670 

8% 

ft 

ft 

ft 

29% 21%ZM0hNd 

1 ® 

17 

12 

23? 

27% 

26% 

26% 

ft 

ft ft Zenit he 

on 

95 


431 

a7% 

7% 

ft 


23% 15% ZOO 

012 

05 

17 

1* 

22 

21% 

21% 

ft 

11% iftZWttftf* 

1.12100 


512 

11% 

11% 
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S BZwdgToda 

094 

09 
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8% 

ft 
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AMEX PRICES 


4 pm dose Man* 17 


tack 

Mr Bran 

Milne 

AktaH. 
Ally pa 




*®k»4 
fcttfadi 
Mm. A 
AxmPBH 


Pf Sk 

Oh. E 100a n® 

72 15% 
5 « 1% 
151 6% 
8 A 40% 
3361 10% 
SO 12% 

a s 
7 23 22% 
P 168 6% 
2200 ft 
110 3% 


<24 


LOO 


Low Ciota Chug 

15% 15% ft 

1A 1A A 
6% 6% ft 
40% 40% 

10 10% ft 
12 % 12 % 

5 8 ft 

22% 22% ft 

6 6% 4A 
7% 7% -ft 
3% 3% 4% 


B*H Ocean 16 31 
kdjrt&xd® 1G 23 
WaTA* 231 

088111221 
naa id 

BHunaa in 4 

OofiAA 12 83 
tonr in tl ID 
B«MX 036 6 389 
ftWonA 194 27 44 


4% 4% 
48% *5% 
3% 2% 
17% 17 
3% 3% 
40 39% 
27% 27 
US i“ 

25% 25% 
23% 23% 


4% -% 
«% -1 
3% 4% 
17% ft 
3% ft 
38% ft 
27% ft 

K1 

25% 

23% ft 


barer 020 14 48 35% 34% 35% 

OfdM* 001 39 4% 4ft 4ft ft 

2t rao23%29%a% ft 

b*Ttt TO 10% 10 10% 4% 

IS T» 1ft 1ft 
bWFM 17 IS 6% 6% 6»2 



N Sta 




M Sta 


Stack 

Ota. EIQfe 

tfigb LowCfareang 

Staet 

Ok E Ml 

to OtoCUta 

CrnoATA 

054 X 224 

11 % 11 % 11 % 

ft 

Metro 

048 181702 

44 43 43% .% 

OoaoCA 

53 

11% 11% H% 

ft 

HadACh 

B 

» a a ft 

CrtwCB 

164 

11% 11% 11% 

ft 

Hrtco 

010 31 24 

24% W% 24% ft 

Obex 

0® 17 69 

33% Zft Zft 

-% 

FhreM 

41 

18% 17% 17% ft 

teber 

339 

ft 9% ft 


HxnanuiA 

10 235 

ft ft 6% ft 

ante 

SX 

ft 2» 2% 

-% 

tadronCp x 016 17 " 73 

12% 12% 12% ft 




fct COBB 

568 

6% 6ft 6ft ft 

Eadnfex 

EdtaBey 

046 40 22 
21® 

1ft 13% 13% 
7% 7 7% 

-% 

-A 

itaferf 

Max 

34 746 
34® 

10% 09% 10 ft 

12% 12% 12% ft 

Eat Eo A 

032 67 34 

B% 6 8% 

ft 



2% 2% 2ft ft 

total* 

1* 

10% 9% 9% 

ft 

WM 

91 

Eptape 

X 

15 IS 15 


JISCup 

15*1 

2ft 2% 2ft -ft 

Eqkffdx 

L77 E 

84% d83 8*% 

+% 

Kkttte 

S 12 

3% 3ft 3% -ft 




Kbufe 

OX S 385 

18 17% 18 +% 

Fab index 

070 16 20 

XXX 




6% 8 6ft 

FfedAx 

2® 12 11 

63% 6ft 63% 


labwga 

on 26 116 

Forest* 

981X6 

38% n 38% 

ft 

Lynch Cp 

19 24105%10D%100% -6% 

Freuwcy 

11 46 

10% 1ft tft 

ft 

Usaen 

19 4 

47 47 47 

Gum 

0® 13. 41 

18% 18 18% 

ft 

UedaAx 

052 11 127 31% 30% 31 ft 

GecbdG 

649 

Sft SO 50 

-% 

■ttofaedte 

2493 

98 8% 9% +ft 

SreiFdA 

078 17 617 

33 32% X 

ft 

UhLd 

X 

7% 7% 7% 

Oatflr 

070 11 33* 

17 16% 16% 

ft 

thug* 

14 n 

23 22% 23 +% 

OeldBM 

293 

i A & 

-A 

ifiRBtf 

27 

% % % -x’c 

thnOr 

6*1 

11 a » 

ft 

NHPdDea 

4 BS 

7% 7ft 7% ft 


n Sk 

Stack &. E KO t Hgk ImtOotsOrng 
NYTwAx OX Z32352u45% 44% 45% ft 
wn 8 75 15% 15 15 

Peganse 81 095 Sft 8ft Sft -ft 

PeM 4 54 8ft 8 8% -ft 

PIC in 12 X 1<% 14% M% ft 

20 28 d28 22 


SJWCup 228 22 20 49% 48% «% ft 

TAPraAxan t2 39 9% 9% 9% ft 
TaODdxx 042 X A 39% 39% 39% ft 
Ttanwdcax 27 205 20 19% 19% ft 
Themxte 27 703 32% 31 31% -1% 

ToffM 0X157 385 11 10% 11 ft 
TOMQtS} 0 119 ft 0% ft 

123 (1% % % -ft 
1016 17% 16% 17% ft 


TMBR Gp 
litre Mb 


UBfoakA 21 12 ift 1ft ift 

Utfwtt 2 1ft 1ft 1ft -ft 

USCeU 17 124 2B% 26% 26% ft 

VtaccnA 121 9C 38% 36% 36% 

VbcorcG 123 9205 37 36% 37 ft 

mrx us is 2 fli 2 % 72 % 72 % ft 


70 1% 1% 1% 


A SURE SIGN 
OF THE RIGHT CHOICE 
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h a 

seek kEangnw 

ACC Cap 63 11® 23% 21% 
AochkaE 639 5% 5 

AcUxn Cp X 1395 16% 15% 

Adafa* 3915126 36% 33% 

ADC Tala 41 4727 27 E% 

MaccoAOR 016 34 zO 36% 3B% 

Adobe sys 02 D T7T29ZB 35 X 
Adr Logic 10 434 10 6% 
MvPrtym 463 8% 6% 

AduTatah 380 31% 30% 

toms 0x053 740665 32ij629% 
AdOBBAxOAt BSDZ1 33%d30% 
AkE«r 024 17 364 31% 31 
AfeBAOR 1.72 13 <73 70% 70% 
AMO D9B IB 292 27% 26% 
Mean 0.54 13 X 16% 16% 
m V0n 05S 13 7 39% 39% 

AfaiPh 2SS 12% 12% 

A90CaH>r in IB 123 2 ! 20 % 
AMCapr 130 0 1® 1B% 15% 
MooBeC 4 44 3 2% 

Ala &A 31361 4ft Mi 
Mat* 3696E 45% 42% 
Anflte*x0ni2 773 S7S5% 
AnCKoy 120 10ft 10ft 

AfflUmg S 43® 22% 20% 
Are Saltan 662 7% 7 

AfflFiwjc 48 6906 12% 12% 
AnkW 068 M 3345031% 30% 
A»h|> 115 £ A 

AeMnx 29010 ®U85% 63% 
Atfwtet 21 6860 21% 19% 
topee he 2415370 61 59% 

hTMCBCp 510 6% 5% 

Aatgt OX 21 604 31% 30% 
AoahsU 036 233680 23% 22% 
AnaegdAni 390 9 263 6% 8% 
AndmrCp £83X 36% 37% 
Apogee Eo 018 222950 20% 19% 
ApetlUK 2033601 52 49% 

AppfcC 17W3 16% 16 

WKCam m 21 2386 28% 25% 
Area Dr x 024 22 821 18% 17% 
mot on 12 2 ® 6% »% 
Arpnaf US 413 X 9 
MMtel 477 6A 5% 

Aflddh 044 13 502 13% 13% 
Anno 788 3ft (Oft 

AecaadCun 52336 53% 30% 
AaMTal 2743® 2S 21 
ASTRircb 1834 4% 4ft 

AMren 2 00 18 X 8% 8% 
AlBM 122M57 9 24% 

1261 2ft 2% 
024 39 4347 34% 33% 
AMMO 676 2% 2% 

9 114 21% 20% 


21 % - 1 % 

5% -ft 

15ft -H 
38% n\ 
25% -1% 
38% 

34% 4-1% 
8% 

B h -h 
31 

30% -Sft 
31% -6% 
31% 

70% -1% 
27% 

16% -% 
39% +% 


12% 

20% 

15% 

2% 


4 +i 

<3% -1% 
56% -% 
10ft 4ft 
20 % -1 


7 -% 
12A -ft 
30% -ft 
ft 

85% *2% 
21 % + 1 % 
S9ft -% 
5.77 -37 
31 


23% 

6% 

38% 

19% 

50% 

16% 


26% +% 
17% -% 
6% 

29% +% 
S% -% 
13% 

3Ji J 4 

51% -2ft 
21% -1% 
48 -ft 
8% 

25% 4% 

2ft -ft 
34% -% 
28 +ft 
20% 


beibx an 
BdsrJ 0® 
awn a on 
NflF 
aacae 

MmCp 064 
Brt u mb 1.16 
Bankteo 048 
tedcPd 
BMMF 080 

aarwre on 

BE Am 

BreiCoc 042 

BnOhny 

BrtejMIxfla 

BHAftp 012 

Bike 

Btagaa 

Btomet 040 

Bhddfegt m 

BUG Sot* 
BteErem 032 
State SB 
Baked 
BodanTc 
BradyflA 052 

BRCmoi 

BSBBncp in 

B®es 

BuUeoT 

BurBnMi 

BudangtOAB 


- B - 

95 197 11% 

9 373 9% 

11 24 17% 

315 ?ft 

13 757 25 

12 45 25% 

12 SB 42% 
1521® 28% 

13 1® X 
16 1® 24% 
X10X 53 

1011 s 

14 31B 14% 
23 137 13% 
13E3X 51% 

15 B 16% 
26 359 7% 
7E3S5B2 45 
1919301 17% 
IB 5 47% 
971® 45% 
® 1200 U 
X 577 23% 

1338 8ft 
58 l0u29% 
171074 24% 
42 43 37% 
11 « X% 
2489 6% 
1837 3% 
IB 318 32% 

10 X 36% 


11% 11% 

9% >% 

17% 17% 

6i! B» 

24% 

24% 24% 

41% 41% 

25% 2S 
34 34l 2 
23% 23% 

51% 9% 

24% 25 +% 
13% 13% -1% 
12% 12% -% 
51 Sl% 

18 18 
7% 7% 4% 
38% 42-2% 
18% 16% ft 
46% <7% 

44% 44% 

13% 1« 

22 % 22 % 

7% 7% 

20% 29% 

23 23% 

X 36% 

30% 30% 

6 % 6 % 

2% 3% 

31% 9% 

36% 36% 


% 

ft 

-ft 

-1 

ft 

ft 

+1? 

ft 

+% 

ft 

ft 


- c - 

Cite 63 2® 29 28% 28ft -St 
enawenaoa 21 sc ie% 15 % 16 ft 
Curate 2B8 7t6 8h « *A -ft 

Cabana 1018 7ft 7ft 7% *ft 

Cdllua 454 14% 13% 13% ft 

Cnfeta 19 IX 7% 7 7% ft 

teds 934 5 % 4i| 5ft 

Carer hex 049 27 40102% 10219% ft 
terikaeaxo® a 215 43% 42% «% -1% 
creaahca 40773 27% a 25% -ift 
Cascade x OX 18 X 16% 16% 16% ft 
CaaejS OM 19 386 20% 19% X ft 
Cdgere 440 B% 7% 8% 

CSMCp 18HD0 9% 9% 9% 
CUtotar 23357 34 31% 9 

crenftdx on 15 174 29 % 29 29% 


cm sir 


a T9 2S% 25% 25% 
14 12 5% ft 5% 
082 16 5907 45% 43% 44% 
43® 5% S% 5» 
2094 13 1% Ig 
17 ZO 18 18 18 

75811 11% 10% 10% 
636*73 X 19% 18% 


Radar 1 
Oredb 
Cbeddkh 
and® 

CNprtTt 7 5811 11% 10% 10% -A 
Otfnnte 636** X 19% 18% ft 
ChtaAix 184181049 73 70% 71% -1% 
CtatoCp* Q30X 2® 54% 53% 53% -1 


Orui 

CknaL* 

Oscosyi 

CkanHbr 

CBBfel 


9 15B 1ft 14% 14% ft 
25403 11%d10% 11 -1ft 
31TOBST Sl% 47% 49% -I, 7 * 

4 2 2 2 

» 407 S3 4ft 50 -3 

CooCobB 1X0 3 X 45% 44% 45% 

CodaMna 43 3 2% 2% 

CapreCp » 471 3 21% 19% 20% 
Copra 262475 24 22% 23% 

Coherent 24 561 49% 47% 4ft 

CDRagen OX 5 184 19% 19% 19% 
OttfeSK IX to 153 9% 21 21 
Conak 024 132041 22% 22% 22% 
CuedAx 0® 67B 17% 17% 17% 

CnnBSpzO® 1X77 18% 17% 18% 
CmR0®B«82 15 3® 46% 47% 48% 
ConrenC 


ft 
ft 
ft 
ft 
ft 
ft 
ft 
ft 
ft 
ft 

SB 28% 2ft 2ft ft 
303 2% 2ft 2% ft 
880 10% 10 10% 

Z75 14% 14% 14% ft 
437 3% 11332 Mi ft 
131479 Ift 13% 15% +1% 
COMAx 0® 18 4® 21 % 21% 21% ft 
Canto 371 6% 6% 6% ft 

CvudMi OGO 11 n 84% 33ft 33ft ft 
Cms 285CD53 30% 28% X ft 

Cnrarte 57W9 11 % 10 % lift -ft 

erector Bx 002 34 2407 27% 27 27% 


tenpin, 

teeirerve 

temdrei 


Crearecb 

Cnmto 

tern 

teberonl 

Or* 

tons 


3417 10 % 10% 10% 
19 7% 6% 7 

36 X 16% 1ft 16% 
1071 11 1ft 1ft 

80® 23% 21 27% 
2077 ft 412 5 


DSC pa 33478 

Daitetax 013 21 

Damp m 

Ddncopt 73 283 
Dana* IX 18 2D1 
Deb asps 020 74 

DtMietxaa4B 4® 
DddBOpi 044® 1® 
DrtCDfflP 2*81808 
.Dtp* 037 21 540 
Doan 25 10 

DHTk* 10 22 
D4M 44 in 
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